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The Station of Tomorrow... Today! 


The modern Gulf service station you see here is 
merely one reflection of the advanced thinking 
which permeates every phase of Gulf’s operations. 

This new type of station was designed, first, to 
provide motorists with the most efficient service 
and comfort possible; second, to reflect creditably 
upon the community of which it is a part. 

We think it does just that. The sparkling look 
comes from the fact that glass, aluminum and 
plastic were all used generously. The front is glass 
from floor to ceiling and all building lighting is 
indirect. 

The kind of forward-looking thinking which 
produced this station you will find stimulating 
such varied activities as research, exploration, 


product development, marketing, merchandising 
and sales. 


.. today. 


Gulf, in short, is ready for tomorrow. 





GULF OIL CORPORATION 
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E {1956 to stockholders of rec- 





DIVIDEND NOTICE 


The following dividends 
have been declared by the 
Board of Directors: 


Preferred Stock 

A regular quarterly dividend 
of $1.0625 per share on the 
$4.25 Cumulative Preferred 
Stock, payable July 1, 1956 
to stockholders of record at 
the close of business on 
June 15, 1956. 


Common Stock 
A quarterly dividend of 
$0.25 per share on the Com- 
mon Stock, payable July 1, 





{ ord at the close of business 
; on June 15, 1956. 

{ Transfer books will not be 
closed. Checks will be 
mailed. Wwe. J. WILLIAMS 
Vice-President & Secretary 



















INTERNATIONAL 
SHOE 
COMPANY 


St. Louis 


181s" 
CONSECUTIVE DIVIDEND 
Common Stock 


A quarterly dividend of 60¢ 
per share payable on July 
1, 1956 to stockholders of rec- 
ord at the close of business 
June 15, 1956, 
clared by the Board of Directors. 


wos de- 


ANDREW W. JOHNSON 


Vice-President and Treasurer 


sune 5, 1956 























BRUCE 








Dividend Notice 


E. L. Bruce Company 


The Board of Directors has de- 
clared a quarterly dividend of 
37¥2c per share on the Com- 
mon Stock of the Corporation, 
payable on June 30, 1956, to 
stockholders of record as of 
June 18, 1956. 
J]. H. Worman 
Sec.-Treas. 
Memphis, Tenn., June 4, 1956 
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C. G. Wyckorr, Editor-Publisher 


1907 + Over 49 Years of Service 


SANTA IS TIRED... Not even staunch Democrats will 
deny the fact that President Eisenhower is one of 
the more popular Chief Executives of all time. His 
faculty for getting on with members of the Legis- 
lative branch of the Government, as an example, is 
conceded. Few Democrats have their hearts in it 
when they criticize the President—they would 
much prefer to aim their barbs at the men around 
him, which explains the attacks directed at Mr. 
Dulles, Mr. Benson, Mr. Wilson and other members 
of the official family. 

It is against this background that we must weigh 
the action of the House, which has voted to cut by 
more than $1 billion the $4.9 billion Mutual Security 
legislation. Members voted for the reduction despite 
a plea from the President, who called in leaders on 
Capitol Hill to request their support. 

Now, it is a fact that President Truman got far 
larger foreign-aid bills through the Congress. And 
it was not because Mr. Truman was a more persua- 
sive or more popular President. If President Tru- 
man was able to get tens of billions of dollars from 
Congress for Marshall Plan aid, it was because the 
Congress, no less than the people, was convinced 
that this was a key weapon in our struggle to keep 
foreign countries from being 


The Trend of Events 
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which prevailed before the war. As for the special 
cases — the Middle East nations, Yugoslavia and 
India, as examples—it is too much to ask the 
people’s representatives to pour out more billions 
for a Nasser who has played the Kremlin’s game, 
for a Tito who has worked both sides of the street 
and for an India that has, at times, been downright 
hostile to our position in world affairs. 

This change in mood on Capitol Hill does not 
stem from political jockeying, for the reluctance to 
give President Eisenhower al] that he wants in 
foreign-aid funds is widespread among Republicans 
and Democrats. While there is no prospect that this 
country will cut off the largesse that has been pro- 
vided for other nations since the end of the war, 
there are indications that the Congress henceferth 
will take a more business-like view of such appeals. 
Republicans, Democrats and people with no political 
ties share a common feeling that if it’s not time to 
stop, then at least the hour has approached when 
we must stop being so profligate. Santa Claus 
is tired. 


THE OLD HOMESTEAD... No less an authority than 
the National Association of Real Estate Boards has 
asserted that the “used 





submerged by the tidal wave ee 
of Communism that threat- 
ened to inundate those na- 
tions prostrated by the most 
terrible war in history. 
That war ended 11 years 
ago. In the interval most of 


“What's 


the countries of Europe 
have made major strides | 
toward recovery, even at- 


taining a level beyond that 


| We recommend to the attention of our 
| readers the analytical discussion of busi- 
ness trends contained in our column 
Ahead for Business?” 
regular feature represents a valuable 
market analysis of importance to in- 
' vestors as well as to business men. To 
keep informed of the forces that may | 
shape tomorrow’s markets, don’t miss it! | 


home” is the best buy these 
days. Not being in the busi- 
ness of real estate appraisal, 
we would not be qualified to 
assay the worth of an exist- 
ing home compared with one 
of the new-type dwellings. 
Yet that group’s finding is, 
admittedly, a source of com- 
fort, for we have been sub- 
jected to all sorts of dire 


This 





| BUSINESS, FINANCIAL and INVESTMENT COUNSELLORS: :1907—“Over Forty-nine Years of Service’—1956 | 





| 





JUNE 23, 1956 


391 











warnings that the old homestead was becoming well 
nigh worthless because it lacked the new-fangled 
features. Folks who live in a home that sheltered 
them and their children might, with some justice, 
have been filled with misgivings over the lack of 
a science kitchen, Hollywood bath, year-round air- 
conditioning, thermopane windows, split-level de- 
sign, 30-year mortgages and intercom-radio, to cite 
but a few of the features of the home of today. 

A few of us older folks should be forgiven if we 
adore some of the homelier virtues, such as a snug 
abode, well-cultivated lawn and good neighbors. 


BEST WISHES... We would have thought that any 
discussion of the ileum would have been beyond 
the depths of most political strategists. Yet a good 
many political functionaries, who until recently 
could neither spell nor define the word, have not 
hesitated since the President was stricken to predict 
that he would be a candidate or would not run. 

For ourselves, we are grateful that the President 
is recovering from this latest illness. He has the 
best wishes of the Free World, which he has served 
se faithfully these many years. It is idle to guess 
what his decision about the future will be, but we 
may be sure that whatever it is, it will be dictated 
by a profound sense of duty. Once convinced that 
his health did not permit him to be a full-time 
President, we have no doubt what his decision would 
be. On the other hand, if he believes this new illness 
is no physical barrier, the American people may be 
sure he will be a candidate. 

Best wishes, Mr. President, from a grateful 
citizenry ! 


MARTIN UNDER PRESSURE... William McChesney 
Martin, chairman of the Federal Reserve Board, is 
that unique kind of public servant who is guided by 
the realities of a situation and what he believes best 
for the country. He is not the kind of man to yield 
to pressures from any side against the series of in- 
creases in the discount rate. Criticism of the Fed- 
eral Reserve Board actions has come from highly 
influential circles — builders, manufacturers, mem- 
bers of the Administration, Capito] Hill and others. 
These people expressed concern that credit curbs 
would deprive a wide segment of the economy of 
money requirements and cause a slump in produc- 
tion and employment. 

Mr. Martin has felt, and just as strongly, that 
these increases in the discount rate have been 
needed to retard the expansion of debt and to coun- 
ter the inflationary trend arising out of excessive 
borrowing to spend. He has said that inflation must 
be fought, “partly because it is the forerunner of 
deflation” and also because it destroys jobs and 
prosperity. 

Mr. Martin not only is reasonable and realistic; 
he is flexible. There is every reason to believe that 
cash reserve requirements of banks will be eased 
when the situation calls for it. It will be recalled 
that the “Fed” eased credit in 1953 and 1954, when 
it seemed desirable. There is no reason, however, to 
believe that Mr. Martin and the Federal Reserve 
Board will yield to pressure, whatever the source. 

Nor are the qualities of reasonableness, realism 
and flexibility lacking in George M. Humphrey, 


Secretary of the Treasury. In a year marked by 
five boosts in the discount rate, Mr. Humphrey con- 
curred in the action. He did not agree on the wis- 
dom of the latest rise. However, there is little differ- 
ence between Mr. Humphrey and Mr. Martin on 
the long-range monetary outlook. Mr. Humphrey 
feels, as does Mr. Martin, that the savings of the 
people must not be stolen by inflation. 


HEAR, HEAR!...General Electric, which makes 
thousands of good products, also makes good sense. 
This is attested in a letter the company has circu- 
lated among its management. Entitled “Political 
Helplessness of Business Hurts Everybody,” GE 
says bluntly that “businessmen themselves are to 
blame for much that is going wrong.” 

There is no gainsaying the fact that for many 
years it has been good politics to bait business, de- 
riding and discrediting its leaders. If a small 
minority of businessmen conduct themselves in a 
manner inimical to the community’s best interests, 
we can count on political hacks to exploit the situa- 
tion. Unfortunately, business people, as GE has 
noted, “have let the inevitable exceptions be blown 
up unchallenged into an appearance of being 
the rule. 

There is no evidence that the quota of “bad 
actors” among business people is any higher than 
among politicians, lawyers or union leaders, for 
example. Yet Washington, with an election coming 
up, is knee-deep in investigations, many of these 
quite openly aimed at the business community. 

The GE letter says bluntly that businessmen are 
in politics whether they like it or not. The ostrich 
approach to this lambasting of business must inevi- 
tably endanger our economic system and the people 
served by the business community. 

GE has a two-part proposal for coping with these 
insidious attacks. One, it proposes that business- 
men behave right, make sure no general complaints 
about business are justified, and make equally sure 
that any exceptions to this are cleared up promptly 
and voluntarily. They must turn out good products, 
and advertise and price them fairly. They must pay 
their people right, and treat them right. Business 
also must be a good neighbor in the community. 

The second part of making business politically 
important demands that politicians be convinced 
that the considered testimony and recommendations 
of businessmen can and will influence the voting of 
the politicians’ constituents. The big reason now 
that union officials are thought to be so important 
politically while business people are usually so impo- 
tent is that, rightly or wrongly, the politicians 
figure union officials can and do influence votes, 
while business folk can’t and don’t. 

This forthright attitude of GE could well be 
adopted by many another company. In the failure 
of our educational system to teach young men and 
women the basic philosophy of our society, there is 
no other course for business but to take up the 
chore itself. 

The story of the businessman, our free-enterprise 
system and the magnificent contribution it has made 
to the Free World is a glorious one. It bears telling. 





BUSINESS, FINANCIAL and INVESTMENT COUNSELLORS: :1907—“Over Forty-nine Years of Service”—1956 





392 


THE MAGAZINE OF WALL STREET 








middl 
-is g 
scher 
who ; 
fairs, 
to em 
them 
powel 
The 
Frenc 
unde 
proble 
Frenc 
questi 
rathe! 
consp: 
poor, 
Accor 
comm 
to bui 
Empii 
Persis 
Gibra 
vould 
ern. 
As 
ire ac 
f en 
stay. 
strate 
nay 
ind s§ 
Arabs 
Frene 
Che f 
pase 
truck 
ibette 
ians, 
vere t 
The 
vhich 
las © 
spurri 
ymy. 
perso! 
ffsett 
yusine 
Thu 
if cou 
it doe: 
The 
failure 
notify 
net—\ 
the pa 
regar¢ 
in the 


JUNE 








As YJ See Jt! 


By CHARLES BENEDICT 


WORKING UNCLE SAM 


The game of “playing both ends against the 
middle’”—you can also call it international blackmail 
-is gaining popularity around the world. The latest 
scheme is being hatched by Moroccan nationalists, 
who are gradually taking charge of Morocco’s af- 
fairs, and are eager to throw their weight around— 
to embarrass France, who granted independence to 
them last March, but is not transferring sovereign 
powers fast enough to suit the Moroccan nationalists, 
The situation in Morocco is really tragic. The 
French are accusing the United States of failure to 
understand North African 
problems. These problems, the 
French say, are not so much a 
question of colonialism but 
rather that of an international 
conspiracy to dominate the 
poor, ignorant North Africans. 
According to the French the 
communists are hard at work 
to build up a “neutralist” Arab 
Empire stretching from the 
Persian Gulf to the straits of 
Gibraltar. Such an Empire 
vould be basically anti-West- 
ern. 

As for the Moroccans, they 
ire accusing the United States 
if encouraging the French to 
tay. They say fear that the 
strategic value of U.S. bases 
nay be impaired by political 
ind social strife among the 
Arabs and Berbers when the 
French pull out is unfounded. 
(he fact is, however, that the 
ase maintenance workers 
truck only two months ago, 
ibetted by Moroccan politi- 
ians, although their wages 
vere the highest in the country. 

The building of the airbases, 
vhich cost around $430 million, 
las contributed materially to 
spurring the country’s econ- 
my. Spending of American 
versonnel has also been helpful, 
ffsetting the loss of tourist 
usiness caused by political unrest. 

Thus Morocco can be added to the lengthening list 
f countries where the United States is damned if 
it does and also damned if it doesn’t. 

The blackmail scheme is being built up around the 
failure of the State Department back in 1951 to 
notify the High Sheriffian Office—the Sultan’s Cabi- 
net—which at the time had rather limited powers of 
the pact made between the United States and France 
regarding the bases. International treaty drafters 
in the State Department might not have been on 
JUNE 
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their toes, but it must be remembered that the pact 
was made at the height of the Korean crisis and that 
the U.S. military were pressing for bases from 
which the “soft underbelly” of the Soviet Union 
could be threatened. At any rate the Moroccans are 
now playing “ignorant” of any pact and want to 
do some negotiating on their own. 

One bright politician, whe must have received his 
training in the local bazaar, opened the bid by sug- 
gesting that the United States should be charged 
an annual rental of $430 million—equivalent to U.S. 
investment in the bases. This, 
of course, is a preposterous 
figure. The annual rental paid 
to the Republic of Panama for 
leasing the Canal Zone is 
less than half a million dollars, 
for example. Morocco’s new 
Foreign Minister, Ahmed Bala- 
frej, quickly recognized the 
ridiculousness of the demand 
and suggested that the “rental” 
be discussed later. 


This is, of course, equally 
preposterous. The United 
States is opposed in principle 
to paying rent for its overseas 
bases, but is, as in the case of 
Spain or the Philippines, will- 
ing to contribute important eco- 
nomic aid on the theory that a 
country with a rising standard 
of living is unlikely to go com- 
munist or otherwise endanger 
the usefulness of the bases. 


Morocco has many poten 
tialities: undeveloped mineral 
resources and good land that is 
thirsting for water to produce 
crops. It could be another Cali- 
fornia. Up to now Morocco 
could count on French capita! 
for the development of ports 
and natural resources. This is 
no longer the case. On the con- 
trary, private French capital 
we pay” is reported to be leaving. 

Hence the United States may 
be the logical country to turn to if the promising 
economic development of Morocco is not to bog 
down. 

The United States has too many trump cards to be 
blackmailed into paying any exorbitant “rentals” or 
any other kind of foreign aid. There is no sense in 
worrying whether the Soviet Union may outstrip us 
in giving things away. The Arab countries—and Mo- 
rocco among them—will soon find out how thin Soviet 
offers of assistance really are. -END 
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Market Faces Business- 
Political Uncertainty 


The market has had a normal technical rebound. It might be extended this summer, but 
the latter potential appears limited in view of prevailing uncertainties. Those who have 
followed our previous advices are in a sound position. Others should use rallies to pare 
holdings of speculative and cyclical-type stocks; and to build up conservative reserves. 


By A. T. 


As most readers no doubt know, the main 
feature of the market over the last fortnight was a 
sharp one-day sell-off on Friday, June 8, in response 
to the surprising news of President Eisenhower’s 
emergency hospitalization and operation. It wiped 
out most, but not all, of a recovery swing which had 
begun from the May 28 reaction lows, following 
sizable declines from the earlier bull-market highs 
recorded by the daily industrial average on April 6, 
rails on May 9 and the utility average as far back as 
March 15. This second sell-off on an Eisenhower 
health scare knocked 17.21 points off the industrial 
average at the lowest June 8 intraday level, but the 
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net loss on the day was pared to 7.70 points by the 
close. The earlier sell-off, precipitated by news of the 
President’s heart attack last September, took the 
average down by a maximum of 56.83 points on an 
intraday basis, and by 48.86 points on closing price | 
levels, in 12 trading sessions. 

The June 8 fall was more than made up in the| 
first three trading days of last week, thus moderately | 
extending the rally from the May 28 lows, as in-! 
vestors took heart from the medical reports that the 
President’s post-operative recovery was proceeding 
normally and satisfactorily. It was evidently rea- 
soned that, if a heart attack did not deter him from 

seeking a second term, probably this | 
operation would not do so. 
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The Technical Picture 


At last week’s best closing levels the | 
industrial average had made up roughly 
35% of its decline from the April 6 
top, rails about 25% of their comparable 
retreat from the May 9 high, utilities 
more than half of their downswing 
from the mid-March top. Trading vol- 
ume, which had spurted to over 3,600,000 
shares on the emotional June 8 selling, 
dwindled progressively last week, indi- 
cating the usual sit-tight tendency of | 
the majority of investors—until reasons 
for selling are both obvious and strong 
—and reluctance of buyers to reach for 
stocks at rallying prices. As a result of 
the latter, the over-all movement of stock 
prices became narrow and indecisive to- 
ward the end of last week. 

So far as indicated support levels are 
concerned, the technical pattern is not 
too bad. For the industrial average, 
which adequately illustrates this point, 
the series of lows since the President’s 
heart attack last September has been 
as follows: Last October 11, 438.59; 
January 23, 462.35; February 14, 
465.72; May 28, 468.81 and June 8, 
475.29. This is a pattern of successively 
higher lows; but its significance is ques- 
tionable, since that is the usual expecta- 
tion in a continuing bull market—and 
this one did indubitably continue up to 
April 6. 
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any time soon, in view of 
the substantial scope of 
the most recent interme- 
diate downswing, the 
psychological allowance 
that has been made for 
further easing in indus- 
trial activity into the 
third quarter, and the 
market’s seasonal tend- 
ency toward firmness or 
strength through vary- 
ing portions of the sum- 
mer period in most past 
vears. All of this sug- 
gests that near-term 
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market set-backs should 
be minor. The contrary 
would indicate that the 
position is weaker than 
it now seems on surface 






































manifestations. 

It is quite possible that 
the recent partial recov- 
ery will be extended at 
some point between now 
and late summer. Indeed, 
nobody can say for sure 
that new bull-market 
highs cannot be reached. 
Time . will answer the 
latter question. Mean- 
while, one is on stronger 
ground in viewing this swing as merely a recovery. 
Regarded as such, it has so far been held nearer to 
minimum than to maximum technical limits. Re- 
coveries even in proven bear markets—with proof 
in this instance yet to be forthcoming—have often 
retraced one-half to three quarters of prior phases 
of decline. So the test this summer should be on the 
up side. Supporting that theory, aside from the con- 
siderations heretofore cited, the market probably 
has already allowed for all the near-term business 
recession that we are likely to get (even the long- 
depressed automobile stocks have now had the best 
rally in some time), a steel strike would be no sur- 
prise, and the present consensus as regards a fourth- 
quarter rebound in business activity is hopeful. 

The Business Outlook 

The big political uncertainty is Eisenhower’s fu- 
ture health, in view of age and two fairly serious 
illnesses in nine months. Will he still run again? 
The Washington consensus is that he will—if nothing 
else goes wrong with his health meanwhile. Will he 
win re-election? The consensus is that he will, prob- 
ably by another landslide. The uncertainty goes be- 
yond these matters. How good are his chances for 
serving throughout another full four-year term at 
an age, by the end of that term, beyond that of any 
previous President, as he himself has pointed out? 
We hope the chances are excellent. 

The business scales are tipping further toward re- 
cession through the summer. It has not amounted to 
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much yet because capital-goods activity is far ahead 
of a year ago, governmental spending is rising, per- 
sonal income is rising, over-all retail trade (ad- 
justed) is close to the peak levels of late 1955. Farm 
prices and income have had a moderate recovery 
since last December. Total building outlays have so 
far maintained the record year-ago level. The soft 
spots, increasing in number, are autos and parts, 
home building, farm equipment, textiles, copper- 
brass fabrication, some chemicals—and now steel. If 
there is no strike, steel operations will dip and will 
hold under recent levels for at least two or three 
months, as excess inventories in users’ hands are 
worked down. If there is a strike of any significant 
duration, the third-quarter dip in industrial activity 
would be deep, inventory correction fast, the later 
rebound all the sharper. 

The market needs more than a fourth-quarter “re- 
bound” in business. It needs a renewal and extension 
of the busness boom. It needs more bullish prospects 
for earnings and dividends, in which the year-to-year 
gains have narrowed sharply. The best that we can 
envision is a trading-range market for a while. If it 
becomes evident by or before autumn that the hoped- 
for business rebound will be a disappointing dud, the 
market will head downward, probably extending the 
May lows by plenty. Stock positions held on a cynical 
basis, as distinct from long-pull investment, should 
be reduced over the near term—starting now. 

Monday, June 18. 
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x cedin| 
Over the past five years, the American 
economy has achieved some remarkable results. 
Emerging quickly and largely unscathed from the 

recession of 1949, it ran head on into the Korean I 
war and an intense bout of speculative fever. From ang 
e| 


there, with the impetus provided by a shooting war, 
it mounted to an impressive peak of activity in the 
middle of 1953. With the sharp curtailment of de- 
fense accompanying the end of the Korean war, it 
subsided into another short and relatively painless 
recession. Starting in late 1954, it climbed out of 
recession and into the greatest boom on record. As 
the five-year period came to an end, in the late} 
months of 1955, the American business system found 
itself precariously balanced between inflation and 
recession. 

Plainly, national business conditions during the 
last five years have been changeable, dynamic, and 
flexible. Moreover, they have evidently been influ- 
enced by a collection of strong expansionary forces 
which has provided a persistent upward tilt to the 
level of activity. This tilt has tended to shorten 
recessions, and lengthen and accentuate the ensuing 
booms. By so doing, it has given the last five years 
an aura of broad, pervasive prosperity, reaching 
into almost every market and every industry. 

Looking ahead to the next five years, from 1956 
to 1960, inclusive, the key questions facing business- 
men and their economists is whether this favorable 
tilt-this weighting of the odds, so to speak—will con- 
tinue, or whether it will disappear from the scene. 

Paradoxically, in the standard forecasting 
methods of most analysts, this fundamental question 
gets very little treatment. All of the forecaster’s 
energies are poured into the problem of visualizing 
what “next year” will be like, assuming a general 
continuance of the favorable long-term trends of the 
past. This method, which sees the future as a very 
simple extension of the past, has been useful and 
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quite accurate up to now. But there is a real and 
vital uncertainty about how good it will be in the 


; next five years. 


For there is now a considerable accumulation of 
evidence that the violent energy imparted to busi- 
ness in the postwar years by the disruptions of 
World War II are now largely exhausted. And there 
is an accumulating body of evidence that in the 


' course of exploiting this postwar energy the Ameri- 
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}can economy has developed imbalances and distor- 


tions that may well plague it in the future. In short, 
is now a matter of critical importance for busi- 
essmen and investors to bear in mind that the next 
five years may not be characterized by the easy, 
effortless growth of the past five, or of the past 
fifteen. Henceforth, recessions may not be absorbed 
ainlessly by the swelling tide of longer-term 
trengths; booms may not be augmented into super- 
ooms by vast new credit expansions, roaring opti- 
iism, and soaring securities prices. The American 
economy today is clearly far less sensitive to depres- 
ion than it was in the 1920’s; but it is now far less 
ensitive to expansion than it was in the decade 
ust ended. In the decision-making jobs in business 
and investment activity, it will now pay the analyst 
‘ell to give careful attention to those longer-term 
exhaustions and excess which may act to dampen 
business volume and business profits in the next five 
years, and which, in any event, are likely to dis- 
tinguish the next five years sharply from the pre- 
ceding decade. 


PRODUCTION AND 


During the past decade, the cost to an employer 
of an hour of factory labor rose faster than at any 
time in our history. Nevertheless, from 1945 to 1955 
the tremendous additional costs involved in manu- 
facturing were readily enough absorbed by pro- 
ducers, since their volume of production was als 
rising and, more importantly, because their markets 
could and did tolerate a rapid rise in their selling 
prices. It would be fruitless to argue whether wage 
increases or price increase came first in the great 
postwar inflation. The fact is, they went up the infla- 
tionary hill together, and the only parties to suffer 
were those whose incomes were relatively fixed i 
terms of dollars. For the rest of us, postwar inflation 
has seemed to be a pleasantly stimulating experience 


Wages and Prices 


For corporations, however, and _ particularly 
manufacturing corporations serving the consumer, 
inflation of wages is now neither pleasant nor stimu- 
lating. The fact seems to be that in a wide and 
growing number of industries, demand is no longer 
strong enough to tolerate incessant increases in sell 
ing prices. As a result, producers are moving inex- 
orably into a vicious cost-price squeeze. In autos, 
appliances, textiles and apparel—to name only an 
outstanding few—selling prices have become impaled 
on the prongs of overwhelming supply, on the one 
hand, and intense price consciousness on the other. 
As a result, while costs in these industries are stil] 


BUSINESS ACTIVITY 


INDUSTRIAL PRODUCTION 


The index of industrial production (seasonally adjusted) is estimated at 142 (1947-49=100) in April, 1 point above 
the revised March index, and 2 points below the all-time high of last December. 
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rising, and will doubtless rise much higher in the 
second half of this year, selling prices are likely 
to change little. 

The difference, obviously, comes out of some- 
where: the somewhere is corporate earnings. What 
was a proportionate, benevolent inflation, in so far 
as earnings are concerned, is being transmuted into 
a vicious cost inflation. It might be added that this 
development is neither novel or unexpected: eco- 
nomic history makes it quite clear that during the 
late stages of inflation costs continue to rise long 
after they can be adequately reflected in selling 
prices. For the next five years, it is this late-stage 
inflation, rather than the more pleasant early stages, 
that is likely to dominate the business scene. 


The Capital Goods Outlook 


Because of the change in the character of infla- 
tionary forces to be expected over the next five 
years, it would be reasonable to expect some change 
in the markets for capital goods. Capital goods, 
after all, are bought largely out of profits. 

In the past decade, (and particularly in the past 
eighteen months) there appears to have been an 
almost endless incentive to buy capital goods. Cor- 
porate profits have been high; corporate cash re- 
serves have been ample; markets have been strong; 
technological improvement in tools has been rapid; 
capacity in many industries has seemed inadequate 
for current or immediately prospective require- 
ments; and the prices of capital goods have been 
quite reasonable—in fact, unreasonably low. 


buyer. The present $35 billion annual rate of out- 
lays on new capacity—the rate may be nearer $40 
billion by year-end—is already making most markets 
viciously competitive; some markets seem to have 
emerged into a condition of chronic, depressive 
oversupply. 

At the same time, the tremendous demand for 
capital goods themselves is rapidly elevating their 
price, and making their purchase less obviously 
desirable. Over the past year, capital goods prices 
have risen faster than any other single component 
of the price level. Now that most other prices have 
flattened out, capital goods prices are rising not only 
absolutely, but relatively to the prices of the goods 
which capital equipment produces. 

It is not being unduly pessimistic to say the terms 
of trade are moving persistently against the pur- 
chase of capital goods for expansion, although the 
incentives to buy capital goods in order to modernize 
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are still quite strong. And it is worth adding tha*}owner: 
capital spending is a highly influential sector o*}refinar 


business conditions; if and as the great postwar 
splurge of capital spending really slows down, the 
temperature of the whole economy would doubt- 
less fall. 


The Postwar Torrent of Debt 
It is hardly news to report that throughout the 


postwar decade American consumers and American 
business (not to mention American state and loca! 


governments) have been accumulating debt at a pro-| 


digious rate. And it is hardly news to say that this 






























But underlying this rate of debt creation can 
array of reasons for not go on forever. 
spending money on new Net Public and Private Debt But it may be more 
production tools has been nearly news to say that 
one fundamental reason. oe ay 4 when debt reaches the 
Throughout the past de- 800 800° end of its tremendous 
cade it could almost al- OUTSTANDING AT END OF postwar rise, and settles 
ways be argued, and con- CALENDAR YEAR into a new “normal” re- 
vincingly, that even if lation to the income out 
the decision to spend r 7 of which debt is serviced, 
more capital funds were the result may be a pro- 
to turn out to be wrong, nounced change in the 
the seething expansion 600 + 600 business atmosphere. It 
of the American econ- is no accident that in 
omy would bail out the 1954, when debt tempo- 
buyer in a few years: rarily stopped rising in 
that is, even if new ca- the consumer sector, the 
pacity were not needed business atmosphere was 
immediately, it would less buoyant than in any 
doubtless be needed two 400 + 400 year of the postwar 
years hence, because the period. And it is no acci- 
market for the com- dent that in 1956, when | 
pany’s production was oe ee S , consumers are again hus- 
rising so fast. Bes S NONCORPORATE 3 banding their credit, the 

It is possible that over SST automobile and appli-| 
the next five years, the y ance industries have 
validity of this proposi- 200 F jj 7 — 200 found themselves in seri- 
tion may be somewhat _ ous straits. 
dulled. The fact is that FEDERAL, STATE, AND To a lesser degree, the 
under present conditions ss LOCAL GOVERNMENTS same may be said of 
capacity is now growing long-term mortgage debt 
somewhat faster than oo held by consumers. The 
the market—a fact which Y volume of this debt is 

: re) Uda MMA tl Ws fe) 2 
also accounts for the in- 1948 aT 49 81 83 58 pos not yet extremely high, 
ability of producers to if the debt is viewed in 
pass price increases non- eden, Se eerite 56-18-4 the light of rising in- 
chalantly on to the comes, and the rising 
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of out- 
er $40fproportion of families 
arketslwho own their own 
0 havefhomes. But the debt is 
ressivejstill rising in $10-billion 

annual jumps, and two 
nd forfmore years of the cur- 
y theirfrent pace may well find 
viouslyfthe mortgage debt bur- 
pricesiden weighing very 
ponentfheavily indeed on the 
s havefhacks of consumers. It 
ot onlyfis also noteworthy that 
goodsimuch of the rise in the 

mortgage debt total does 
termsfnot even represent equity 
e pur-fin a home: an unknown 
zh thefbut doubtless substantial 
ernizelpart of it arose as 
g thatjowners of prewar homes 
tor ovfrefinanced their mort- 
stwarigages at higher debt 
n, theflevels, and spent the 
doubt-Iproceeds for automobiles 
and other non-real estate 
purposes. Just an end of 
this inflation of pseudo- 
mortgage debt would 
bear seriously on the 
markets for a wide range 
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ettles|be substantially differ- 
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viced, |past five years. The dif- 














The Next Five Years — Some Weaknesses 


INFLATION ... is striking more and more at profit mar- 
gins, as rising wage costs can no longer be passed 
into prices. 


CAPITAL INVESTMENT .. . booming in the past de- 
cade, it is running into tighter profit margins, produc- 
tion excesses, and, perhaps, a less glowing outlook on 
future demand. Prices of capital goods, too, are rising 
rapidly, at the same time that prices of the goods pro- 
duced by capital goods are declining. 


DEBT ... its extreme rise has been one of the persistent 
stimulants of the postwar years. If debt were to just 
stop rising, which it is very likely to do, demand in a 
number of vitally important industries would be signifi- 
cantly curtailed. Consumer short-term debt, corporate 
debt, and mortgage debt are all near or at points 
which suggest caution. 


The Next Five Years — The Offsetting Strengths 
LONG-TERM GROWTH .. . despite the adjustments 


that lie ahead, the next five years should see a continua- 
tion of the basic expansion of the American economy: 
rising population, steady improvement in technology, 
higher standards of living. 


THE ROLE OF GOVERNMENT ... is very likely to 
grow. Public works remains one of the great unsaturated 
markets. Further expansion of personal security programs 
is almost inevitable. And defense looms as a potential 
offset of tremendous size. 


The Next Five Years — the Outlook 


A poriod of persistent adjustment in private business, with 
recessions somewhat deeper than in earlier postwar years, 
and booms somewhat more confined. Tough, competitive 
markets, particularly in industries dependent on instal- 
ment debt. Recurrent hesitations and weaknesses in com- 
modity and stock prices. Rising government outlays at 
federal, state and local levels. 
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is still one of the produc- 
tion wonders of the world, 
will doubtless continue 
to advance, opening up 
new opportunities for in- 
vestment, and providing 
consumers with new in- 
centives to spend. And 
thirdly, consumers them- 
selves, in the American 
cultural environment, 
seem irrevocably deter- 
mined to seek higher and 
higher living standards 
as rapidly as_ those 
standards become tech- 
nologically feasible. 
These auguries of 
long-term growth will 
operate in the next five 
years, as they have in 
the past. And they are 
likely to be joined by a 
new set of basic political 
and international neces- 
sities. It is these new 
necessities, at the na- 
tional level rather than 
the individual or corpo- 


rate level, which are 
likely to dominate busi- 
ness conditions during 


the years of postwar ad- 
justment which lie ahead. 

First of these political 
necessities is the now 
obvious role of govern- 
ment in maintaining full 
employment, or some- 
thing reasonably close to 
full employment. The 
government’s actual eco- 
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clusion that many have 
reached on other grounds 
las well; namely, that the true postwar boom that 
jtook its origin in the violent dislocations of World 
\War II is now fully mature, and further stimulus 
ifrom this source is hardly to be expected much 
longer. The broad, pervasive uptrend of the last 
decade, an uptrend that righted wrong decisions and 
imade even indecision seem profitable, may now be a 
jthing of the past. 

If that conclusion is correct, then what will take 
its place? What new stimuli of comparable force 
fare available? 

In approaching this question, it is wise first of 
jall to set out some general characteristics of Ameri- 
ican business that are very likely to continue in the 
future as they have in the past. In the first place, 
no sober conclusions about the next five years can 
alter the fact that the American economy is in a 
long-run growth phase that is unique in its propor- 
tions, and which will continue to exert a genuinely 
stimulative influence even in the crucial years of 
jadjustment ahead. American population, for ex- 
‘ample, will doubtless continue to rise as it has over 
ithe postwar years, bringing with it a slow but 
majestic expansion of virtually all markets for goods 
and services. Secondly, American technology, which 
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this political necessity 
will doubtless differ de- 
pending on which party is in power at the time, 
but either party can be expected to give the problem 
its fullest attention. The cost of programs develop- 
ing out of this problem will, of course, be borne by 
the taxpayer, either concurrently with the expendi- 
ture or, if debt financing is widely used, indefinitely 
into the future. (The five years that lie ahead do 
not now seem to hold much promise of debt 
reduction. ) 

The second political necessity of the next five 
years appears to be a continuous broadening of 
government outlays for personal security, in the form 
of increasing unemployment and retirement com- 
pensation programs, which will act to maintain or 
even increase total national incomes at a rate faster 
than the increase in actual production. Any party 
that rejects a platform plank of increasing personal 
security is likely, in the next five years, to yield to 
its opponents a very promising issue. 

Finaliy, national defense looms as a major and 
increasing area of government influence on business. 
Defense now takes about 10% of American output 
of goods and services, and top executives of the 
Defense Department are already on record as re- 
quiring a minimum of (Please turn to page 440) 
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This year’s 
SSG Billion 
Fiiocohway 


A measure of the distance this country has 
come since the depression days of the 1930’s may 
be gleaned from recollecting that a generation ag¢ 
the construction of roadways was viewed as shovel- 
leaning or boondoggling. Today, government at 
every level (Federal, state, county and municipal) 
pours out more money for roads than ever before, 


but it scarcely comes under heading of ““made work.”’ 


This costly preoccupation with highway construc- 
tion, which may yet add up to the most mammoth 
public works program in the history of this country, 
holds few mysteries for anyone who has occasion to 
use the roads now available. The answer is to be 
found in Detroit and way stations, where the cars 
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are produced that make necessary billions of dollars 
of new highways each year. 

Today highways must be built to keep abreast of 
a society ever on the move. Mother motors to the 
shopping center, one child in every three goes to 
school in buses (many go in the family car) and 
millions of breadwinners need the family car to get 
to work (the two-car family is on the rise). The 
entire family gets into the family car (or cars) for 
weekend and vacation travel. Goods are hauled by 
truck over roadways. It is calculated that each day 
Americans travel over a billion miles on wheels. 

It is a fact that passenger 





Whichever comes first, they go together like the 
title of a song of the day, “Love and Marriage.” 


it Takes Money, Too 


This nation has spent on the order of $17 billion 
for roads in the past five years, but even that lofty 
sum will be dwarfed by the highway spending that 
is ahead. For the Federal government, following 
favorable action in the Congress, is readying a 
highway-building program that (with state contri- 
butions) could entail spending of more than $50 

billion over a 13-year span. In 





cars (forget the trucks) out- 


addition to this, there would 





breed people two-to-one. Thus, 
at the start of 1946, there were 
less than 26 million passenger 


cars in use. Relatively few cars Year 
had been produced in the pre- 1920 
ceding five years, a time when 1946 
this nation was engaged in a 1955 
two-front war. With the end 1956 
of World War II there ensued 1966 


a tremendous outpouring of 
cars, climaxed by last year’s 
8 million passenger-vehicle 
units. That production pace is 


* Anticipated. 





WHY ROADS ARE NEEDED NOW 


The estimates include passenger 
automobiles, trucks and buses. 


be sizable spending by state 
and local governments on their 
own. In Washington, an official 
of the Bureau of Public Roads 
has said: “We expect well over 
$100 billion of new highway 
construction between now and 
1972.” 

While there is no question 
that a highway program is 
needed, the $100 billion and 
similar figures being tossed a- 
| round are awesome sums. That 


Vehicles 
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9 million 
32 million 
60 million | 
64 million | 
82 million* 











$100 billion figure represents 





down sharply this year. Never- 
theless, within a decade the 
number of passenger cars has doubled—the 53 mil- 
lion mark has been passed. Indeed, in the decade 
since the start of 1946, the total of all vehicles (cars, 
trucks and buses) rose to 64 million units from 
31 million. 

In the land where the major stress has been on 
the passenger car to the exclusion of such mass 
forms of transportation as the bus and railroad, 
it is inevitable that the building and maintenance 
of roadways should assume a large role in the use of 
men, money and material. The traction companies 
have been arguing for years that “One bus carries 
as many people as 31 cars” but people persist in 
reaching for their car keys. 

The people have paid dearly for these roads and 
will pay far more, as we propose to set forth in the 
following. 

The Chicken Or the Egg 


Americans this year will spend on the order of 
$6 billion for highway construction. This represents 
a sharp rise from the $4.6 billion expended last year 
and the approximate $4 billion in 1954. Helping to 
keep the road-building boom going this year are 
Congressional appropriations. 

For the two fiscal years starting July 1, 1955, 
and July 1, 1956, the Congress boosted the Federal- 
aid total by $300 million per year, to a new peak of 
$875 million per annum. It had allocated $175 mil- 
lion in each of the two years to an interstate road 
network. 

Various states also have undertaken important 
roadway projects and toll roads that call for large 
amounts of materials. Fifteen states now have toll 
roads abuilding, with a total mileage in excess of 
1,300 miles and an estimated cost of $2.2 billion. 
Nineteen other toll roads of 4,200 miles all told have 
been specifically authorized. 

Sometimes the road creates whole new commu- 
nities—homes, stores and plants—and at other times 
the communities underscore the need for roads. 
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more than one-third of the na- 
tional debt. A program of such long-range nature, 
of course, always is subject to revision—even sharp 
cutbacks. 

While American motorists and business are en- 
thusiastic over the prospect of relief from highway 
congestion, their joy is tempered by the knowledge 
that a bevy of new taxes is about to descend on them 
to defray the cost. Indeed, many people will be pay- 
ing for their roadways years before they are built. 

To finance the long-range program entails ear- 
marking of present taxes on highway users for 16 
years and also increases these taxes and adds some 
new ones for the same period. Thus it will add, 
starting July 1, a 1-cent tax to the already existing 
2-cent tax on a gallon of gasoline. 

In addition to the gasoline tax boost, there will be 
hikes on diesel fuel, tires, trucks, buses and trailers, 
and a new tax on retread rubber. According to the 
Bureau of Public Roads, the new taxes probably will 
cost a typical automobile owner an additional $8.60 
per year. And, according to the American Trucking 
Association, Inc., the cost of driving a light truck 
will rise by more than $75 per annum. Annual ex- 
pense for operating a big five-axle job will soar by 
$565, it is figured. 

In payment, highway users are promised, among 
other things, a network of interstate superhighways 
linking practically all cities of 50,000 population 
or over. This pattern will be applied to an interstate 
system covering 40,000 miles, over 80% of it four 
lanes or more wide. Belt roads around many of our 
great metropolitan centers will ease the flow of 
long-distance traffic. 

A glimpse of what is in store for the harried 
motorist was had on May 25 when the Delaware 
River Turnpike Bridge linking New Jersey and 
Pennsylvania was opened to traffic. Now motorists 
may travel from New York to Indiana with nothing 
to slow their journey but toll gates, which exact a 
tax that Americans accepted long ago. The Dela- 
ware River span was the final barrier to an inte- 
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a 
Leading Companies In Road-Building Equipment and Materials 
1954 1955 

Earnings Div. Earnings Div. 

Per Per Per Per Price Range Recent Div. 

Share Share Share Share 1955-1956 Price Yield 

CEMENT: 
Alpha Portland Cement $2.43 $1.00 $2.72 $1.50! 41 -25% 36 4.1% 
General Portland Cement 3.29 1.45 3.94 2.00 6212-43 59 3.4 
Lehigh Portland Cement 2.10 .60 2.46 1.00 4278-2658 40 2.5 
Lone Star Cement 4.37 2.20 5.11 2.60 81 -56 79 3.2 
Marquette Cement 2.08 1.04 2.26 1.20! 37 12-26% 32 3.7 
Penn-Dixie Cement 2.24 91 2.59 1.00- 38 -24% 34 2.9 
EQUIPMENT: 

Ailis-Chalmers . 8.60 2.00 3.02 2.00 4012-3058 33 6.0 
American Marietta 1.93 .67 3.63 1.20! 57 -23'2 55 19 
Blaw-Knox 2.63 1.20 1.56 1.202 3812-26%4 36 3.3 
Bucyrus Erie ; 2.92 2.00 4.19 2.30 4758-33 45 5.1 
Caterpillar Tractor 2.91 1.00- 4.04 1.80! 7712-39% 75 2.4 
Chicago Pneumatic Tool 4.35 2.00 5.61 2.62° 66 -35% 58 45 
Clark Equipment 2.51 1.50 4.23 2.00! 592-2612 53 3.7 
Gardner-Denver 4.09 2.00 5.40 2.40! 66 -255 60 4.0 
Ingersoll-Rand 3.80 2.50 4.54 3.00 71 -50% 62 48 
International Harvester 2.24 2.00 3.60 2.00 411-33 35 5.7 
Jaeger Machine 2.03 2.00 2.19 2.00 4512-2738 42 4.7 
Thew Shovel 1.72 1.60 2.48 1.60 4034-23 39 4.1 
Westinghouse Air Brake 1.89 1.60 2.98 1.20 3514-258 32 3.7 
Worthington Corp. 5.10 2.50 5.22 2.50 5912-41%6 49 5.1 
1—Indicated 1956 rate. 2—Plus stock. 

















grated system of highways linking up the East with 
the Middle West. The bridge and its feeder roads 
link the New Jersey and Pennsylvania Turnpikes. 
The Pennsy highway previously was joined to its 
Ohio counterpart. 

In a matter of days the first section of the new 
Indiana East-West toll road will be opened. This will 
extend the span another 50 miles. Before the end of 
the year, with the completion of the Indiana stretch, 
a motorist will be able to travel between New York 
and Chicago without encountering a traffic light. 


Benefits for Everybody 


Just about everybody stands to benefit from the 
huge highway-building program that is being read- 
ied, although the taxes will be plenty painful for 
many. Farm-to-market highways will be a boon to 
farmers and urban highways will be welcomed by 
motorists. A direct beneficiary will be the tourist 
trade, already a multi-billion-dollar business. A ma- 
jor beneficiary will be the automotive manufacturers, 
who are in dire need of the roadways on which their 
vehicles roll. The petroleum companies, of course, 
also have a sizable stake in any program that will 
make it feasible to keep more millions of vehicles 
rolling, besides which they produce asphalt, used in 
paving roads. 

To be sure, the investor would hardly purchase 
an automotive or oil stock solely to participate in 
the program of road improvement and building. 

Those companies have too many interests and 
activities to rely primarily on more and better roads. 
Fact is, from an investment standpoint, it is no 
simple matter to cite companies that stand to benefit 
importantly from highway projects, since for most 
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publicly-owned companies their stake in this field 
represents but a minor segment over-all. Even in 
the instance of the cement producers, few compan- 
ies derive as much as one-fourth of their revenues 
from sales to road-builders. 

Yet another illustration is provided by the makers 
of highway-building machinery, a field in which 
many of the leaders are subsidiaries of ‘“‘name” cor- 
porations. Thus Euclid, famed for its crawlers and 
tractors, has been acquired by General Motors, while 
Westinghouse Air Brake, in quest of diversification, 
has taken over R. G. LeTourneau, producer of earth- 
moving equipment, and other companies with an in- 
terest in road-building equipment. 

The dearth of “name” companies with a major 
stake in highway equipment can best be understood 
when it is realized that the superhighway is in its 
infancy. Many of the new, small companies with all 
their eggs in this basket have been gobbled up by 
companies that reached maturity long before the 
need for roadway networks developed. 

For those industrial giants that have acquired an 
interest in such products and equipment, the slack 
that has developed elsewhere should make this phase 
of their business a welcome addition. It could induce 
a considerable degree of stability. 

Who, the investor may properly ask, are the chief 
beneficiaries of a vast highway program? 

At an estimate, slightly less than 30% of the road- 
building dollar goes for materials and supplies. 
Among the more important materials are sand and 
gravel, cement, concrete products, structural and 
reinforcing steel, and asphalt, tar and road oils. 
Supplies include such varied items as cranes, traw- 
lers, scrapers, haulers and dumping units. All of 
these have soared in price, which explains, in part, 
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the astronomical figures attached to highway projects. 

Labor costs have risen even more sharply, to a 
point where the contractors’ on-site labor takes an- 
other 21.7% of the highway dollar. 

Contractors’ equipment and expenses tote up to 
14.7% and the remaining 13.7% is contractors’ over- 
head and profit. 

Among the giants of the highway-equipment in- 
dustry are such “name” companies as Caterpillar 
Tractor Co., Westinghouse Air Brake Co., Thew 
Shovel, American-Marietta Co. and Blaw-Knox Co. 
Yet even these companies do not get the bulk of their 
revenues from the business of building highways. 

As an example, Thew’s Lorain power shovels are 
well known to the public and are almost certain to 
be found wherever a highway project is on. Yet it 
is doubtful that much more than 20° of the com- 
pany’s sales are made directly for road-building 
purposes. Allis-Chalmers, as another example, prob- 
ably generates some 15° of.its corporate volume 
from highway construction. In the case of Blaw- 
Knox, it is estimated that highway paraphernalia 
constitutes less than 25> of total volume, although 
this segment of its business is being emphasized 
and may well be the fastest-rising segment of the 
over-all business. 


A fact that is often overlooked is that motor 


trucks constitute the greatest unit volume of high- 
way construction equipment, yet manufacturers of 
trucks are not thought of as producers of roadway 
machinery since trucks are used for so many other 
purposes. 

All in all, it is quite clear that beneficiaries from 
the mammoth highway-building programs that lay 
ahead are many. The investor must do more than 
think merely in terms of an industry, for major 
gainers will vary, not only from industry to industrv 
and company to company, but locality to locality. 

Aside from the dubious privilege of being taxed 
this year for roads that can’t possibly materialize 
for a long time, the investor should not look for 
companies to derive benefits in 1956 from the mam- 
moth program talked about in Washington. A good 
deal of the work discussed has yet to go through the 
process of siting, acquisition of property and the 
removal of old structures. This is especially true in 
built-up areas. It should pose less of an obstacle in 
rural regions. 

Temptations for the investor are great when such 
figures as $100 billion are tossed about. However, 
he would do well to keep in mind that his company 
very well may have a relatively small interest in the 
field and, in addition, a good deal may happen in the 
intervening years to alter plans. —END 
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The Political Battle 
On Major Issues 


— What is likely to be passed 


— Where compromises are probable 


— What will be shelved 
By MeLELLAN SMITH 


The Republican Party has framed the No- 
vember campaign issue in its slogan, “‘Peace, Pros- 
perity, and Progress,” and the Democrats say they 
are happy about it and willing to meet the foe on 
that basis. 

At first blush, the GOP rallying cry sounds like 
a bold declaration in favor of virtue, home, and 
Mother. But, it goes beyond pious mouthings and 
can be translated into facts and figures. Preliminary 
skirmishes show that respectable authority can be 
marshalled on both sides of the questions raised in 
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the 3-P platform. 


At home, the mirror reflects a non-combative state 


of peace, with total figures showing the Nation is 
better off economically than ever before,- while 
“progress” is something one pretty much assumes 
if the other two “P’s” are present. 

So far, it would seem that the Republicans have 
made out their case. But come now, the Democrats, 
to question whether there can be said to be peace in 
a world of border wars and threatened conflicts which 
so immediately touch the United States that we are 
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On June 15, Congress set its sights on adjournment one month 
away, looked to an impossible work load resigned to the fact that 
much legislation must fall by the wayside; and glanced backward 
over a session which had witnessed a few enactments other than 
those essential to keep the Federal “house” in order. Facing the 
lawmakers were: 


National Debt . . . Senator Byrd, with Treasury Secretary Humphrey 
concurring, will urge immediate reduction of temporary 
debt ceiling by $3 billion. 


Budget . . . Will be balanced. President’s budget message anticipated 
$400 million budgetary surplus; Joint Economic Committee 
sees $4 billion cash surplus; Treasury says budgetary sur- 
plus will be $2.8 billion. 


Spending . . . President's original figure of $65.9 billion to run the 
government in 1957 fiscal still looks good. 


Tax reduction (income) ... None in sight this year. 


Excise taxes... Relief will be granted some suffering industries, 
but excises will be instituted, or increased, on others; 
total unaffected. 


Foreign aid... Ike will not get full $4.9 billion he asked. Cut won't 
affect NATO or other operations, and will be responsive to 
public demand to slow down on foreign spending. 


Postage rate increase ... Faces defeat. Committee loaded bil! with 
increase on first-class mail and doomed it—possibly inten- 
tionally. Congressmen don’t increase newspaper rates in 
an election year, if avoidable. 


Aid for depressed areas . . . Lost in the shuffle for lack of determined 
sponsorship. 


Bricker Amendment... tke frowned it out of possibility for this 
session. 


Disaster insurancé ... Will mark time while Congress solves prob- 
lems of cost and distribution of risk among Federal and 
State Governments, and private insurers. 


Natural gas... Veto and surrounding circumstances may keep this 
out of next session, too. 


Alaska, Hawaii Statehood . .. No action. 


Atomic power... Revised Gore bill setting up single reactor still 
possibility; watered-down Potter-Pastore Bill freeing pri- 
vate combines from Holding Company Act misses main 
purposes, may be dropped. 


Civil Rights ... Nothing ahead legislatively, but will be lively cam- 
paign issue. 


Lobby investigation ...Has been drained of publicity values, and 
forgotten. 


Social Security ... Broad overhaul and expansion of benefits has 
gone by the boards. If further watered-down in commit- 
tee, Labor will withdraw support. 


Wage-Hour Extension ... Lost in the shuffle. 


Cold war... Military-economic aid pouring in, but editors at Wash- 
ington meeting polled 2-to-1 we're losing it, and Congress 
agrees. 


Labor ... Record of achievement will be zero. 


Transportation Act... Got off to good start but foundered on rail- 
truck rivalry and is forgotten for this year. 


Highway Bill...Senate and House didn’t agree on some details 
but passed bill White House could accept for long-term 
program. 


School-aid program ... Administration has long known racial inte- 
gration issue had relegated real school aid bill, and lifted 
pressure for enactment of half-way measure. 





Federal Reserve... Patman C ittee investigation of FRB hard 
money policy, complicated by Reserve Board-Treasury dis- 
putes will run past adjournment, get nowhere. 
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willing to contribute military and economic aid run- 
ning into the billions of dollars, and to commit our- 
selves to continuing the program so long as it may 
seem needed. 

It would appear, however, that the Democrats are 
in a weak position if they plan to make these expen- 
ditures an issue in their appeal to the voters, for the 
present Republican Administration did not originate 
military and economic aid to foreign countries. It 
was during the first administration of Harry S. Tru- 
man that we began to pour billions of dollars into 
Western Europe, as well as the Far East, and spent 
huge sums in the defense of South Korea. 

To met the prosperity issue, the Democrats cite 
the farm cash income situation. Although high rigid 
farm support had been in effect since 1941 and 
was of immediate benefit to the farmer at the time, 
it did nothing to actually restore him to his former 
independent position. Surplus crops had piled up to 
such an extent that the law of supply and demand 
could not function, and is responsible for today’s 
farm problems. 

As for the issue of unemployment, which is bound 
to be brought up, it is well to remember that when 
President Eisenhower came into office our economy 
was entering a period of recession — which was 
turned aside by the huge sums spent by big industry 
in developing new areas—new plant decentraliza- 
tion — expanding productive capacity to a greater 
extent than any time in our history. It was the de- 
sign to maintain 65 million employed that brought 
on the intensified high pressure selling in distribu- 
tion that is now backfiring in the automobile indus- 
try and reacting on our economy. In the current 
legislative roll call vote situation, neither party can 
do more than attack, or defend, on generalities. The 
platforms each will adopt, will require captions, 
naming the party, to distinguish them. There is 
nothing like the clear-cut issues of protective vs. 
revenue tariffs to set apart the Republicans from the 
Democrats, as was for many years the situation. To 
line up in parallel columns the legislative goals ex- 
pressed in bills pending on Capitol Hill, and, cate- 
gorically, the position each party takes on this issue, 
or that one, is to overlook plain records: of political 
life. 

For example: Which party favors income tax 
reduction this year, wants foreign aid continued at 
past levels, believes the farmer should be guaranteed 
absolute parity on his crops, believes military spend- 
ing is too high and improperly managed, favors 
broad Federal programs to build highways and 
schools? 

The answer, naturally, is both parties. But, is the 
Democratic Party’s school-aid program the program 
of New York’s Democratic Senator Herbert Lehman, 
or is it the program of Mississippi’s Democratic Sen- 
ator James O. Eastland? Is the Democratic Party’s 
fiscal program (income taxes, budget balance, and 
payment on the national debt) the one espoused by 
Oregon’s Democratic Senator Wayne Morse, or by 
Virginia’s Democratic Senator Harry F. Byrd? 

Couplings to show contrasting viewpoints are 
equally available on the Republican Party’s side. 

This does not mean that the voters will go to the 
polls in November with no clear-cut issues. There 
will be one basic test which, for want of better 
definition, might be called Conservative vs. Liberal. 
And it will cross party (Please turn to page 439) 
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Inside 
Washington 








NUCLEAR POWER will dominate much Capitol Hill 
discussion as Congress comes closer to a hoped-for 
July 15 adjournment. Not since the early days of the 
New Deal has the line been so clearly marked be- 
tween public and private power ideology. Actually 
the issues are larger now than they were then. There 
is more at stake. Wholly aside from the vast amounts 
of money involved there are basic principles and 
approaches which must be determined. How far 
Congress will move toward solution before adjourn- 
ment can only be speculated. Good guess is that there 
will be little more than cautious approach. 





WASHINGTON SEES: 


Organized Labor wants the Federal income tax 
reduced but not all the way. The Railroad Brother- 
hood, bellwether on legislative policy for the 
unions, cautions affiliates: “Beware This Drive 
Against Income Tax!” 

This attitude casts labor in an unfamiliar role, 
but it finds rationale in this warning: A powerful 
and highly-organized drive is on to abolish or 
drastically limit the income tax and shift the 
burden from the rich to people with less ability to 
pay, by means of a national tax. If this drive suc- 
ceeds, the economic political results will be far- 
reaching and “catastrophic.” 

T. Coleman Andrews, until recently Commis- 
sioner of Internal Revenue, is spearheading the 
campaign to erase the income tax laws from the 
books. That he so heartily disagreed with the 
philosophy of a law he enforced with notable 
fidelity to letter and intent came as a surprise to 
many. But the speed and forcefulness with which 
his ideas were seconded creates suspicion that 
things were more planned than casual. 

Clarence E. Manion, former chairman of a com- 
mission to study intergovernmental relations has 
been pushing toward the goal Andrews set. 
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By “VERITAS” 


GORE-HOLIFIELD Bill to set up six large-size nuclear 
reactors, geographically distributed, for experimen- 
tal development of nuclear power, holds the center 
of the stage in these rushing weeks. Production for 
sale to the public is contemplated. That means mar- 
keting at the competitive level of power produced 
by conventional fuels, which adds up to production 
at a loss. That would be written off as “atomic re- 
search.” CIO’s Walter Reuther has revitalized the 
national public power cult to put this one over. 
Against him are the private power companies and 
the Atomic Energy Commission. AEC objections 
center on diversion of scientists and money from 
promising programs already under way. 


PUBLIC POWER advocates will settle for less than six 
reactors. They would take one, in a pinch. Vital 
interest is in establishing the precedent for the Fed- 
eral Government to go into commercial production 
of nuclear power. The Atomic Energy Act has a 
“preference clause” (similar to TVA’s, which re- 
quires first call on power be reserved for municipal, 
cooperative or other tax-free public bodies), and 
visions of another Tennessee Valley Authority situa- 
tion come into view. It was this arrangement that 
drove the private companies out of TVA service 
areas and raised an issue that almost put Willkie 
in the Presidency. 


POTTER-PASTORE bill which proposed fundamental 
changes in the area of electric power production 
operations remains a possibility for enactment at 
this session. Objective is to encourage private com- 
panies to combine resources and know-how in joint 
ventures to produce power from nuclear sources. 
After undergoing many amendments, the draft pro- 
poses exemption of such combines from the Holding 
Company Act, but would limit that relief to non- 
profit organizations, restricted to the period of 
research and development, and not including com- 
petitors with convention fuels. 
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p> House committee action to reduce foreign aid spend- 
ing is getting an outside assist. The Council of State Cham- 
bers of Commerce, whose roots extend into most of the larger 
states, is making a determined effort-to hold the line 
A YUE at $3.8 billion, which is the committee figure. Large 
unspent balances are cited in support of the lower grant: 
$10.5 billion untapped today would leave available 


enough funds to carry on at the present rate for two and 
CG. CG. one-half years, it's pointed out. 


>» Dealing in amounts that big it’s not Surprising 
that nobody seems to have a clear idea of just what remains 

in the coffers. The $10.5 billion figure is an approxi- 

ResA mation. But on Capitol Hill favor is expressed for a 
complete audit. Unless one is made, cuts now or hereafter 
may be rejected: there is no basis on which to determine 

how effective the spending has been, or will be. But the 
International Cooperation Administration has made surveys. 

















aided since 1948 has been just about as great aS in the United States, in some instances 
greater. 








toward lower defense spending in relation to both gross national product and central 
government budzets. It has interpreted ICA statistics to indicate that the United 
States has been making a far greater contribution of its total national product 

and its national government budget for defense than any of the countries, 

except communist Yugoslavia. Early in each of the last four years strong movements 
were initiated to reduce foreign aid costs. When the chips were down, they 

failed to materialize. The House committee action is the first step toward realization 


» Ihe Council has noted that in these countries there has been a general trend 





fight against attainment. 








» Data compiled by the Federal Trade Commission and by the Securities Exchange 


The quarterly report on manufacturing corporations shows an upswing in profit margins 
of companies with assets of less than $250,000. In this group, the profit margin was 
57.1 per cent higher than the 1954 levels. This compares with an average increase for 
manufacturing corporations of all sizes, of 20 per cent. Official data confirm the fact 
that business failures have risen since 1950, but they also underscore an increase in 
the number of new corporations in the same period —- 36 per cent "in" against 24 per 
cent "out." 








door. Ezra Taft Benson,, Secretary of Agriculture, announced that $5 million is being 
made available for loans for construction and repair of farm houses and other farm 
buildings. The Farmers Home Administration will administer the program. To qualify for 
this assistance, the farmer must own his property and establish that he cannot obtain 
suitable credit from other lenders, and that his land is a "going concern" meeting costs 
of operation and sustaining the owner and his family. Four per cent money will be avail- 
able with 35-year repayment contract. 





The Administration is taking steps to develop farm friendship via the barn 














» While nobody seems satisfied with the final form of the new farm bill its terms 





could add $2 billion to the incomes of farmers in 1956 -- this calendar year ~~ if it 

is administered to full usefulness. This would recover about one-half of the loss in 
annual incomes that farmers say they have suffered since 1952 when 100 per cent of parity 
was the practice. Despite loud protestations (much of it from non-farmers) this is as 
much as the agricultural belt hoped to achieve this year. Main provisions are the soil 
bank and increased supports for feed grains and corn produced outside the commercial 
corn area. Under the language of the bill, the soil bank must be established this year. 
It's compulsory upon Benson. 
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> The Russian armament reduction 


is attractive window-dressing. But the 
Pentagon, while not pooh-poohing it, says 
it means very little. It will be another 
year before the promised cuts are com- 
pleted, if they are completed. Involved 
in the overall is a slice of 1.2 million 
men off the armed force rolls, in addition 
to 640,000 taken out of uniform last year. 
That plan, if carried out, means the Reds 
will abolish 63 land divisions and three 
air divisions. In addition, 375 naval 
vessels, not described as to type or year 
of construction, will be mothballed. This 
being promised, Moscow now asks the United 

















match "with deeds of action." 





+ Overlooked in this straight-faced 








companies are engaged in research, 9,500 | Net 
of them qualifying for the label small . <= 
business by employing fewer than 100 em- 
ployees. However, 70 per cent of American 
research and development is carried on by 

several hundred large companies. 


» According to the report by the . : 
Bureau and the Foundation, American in- 
dustry spent $3.7 billion on research 
and development in 1953. Adding in 
estimated expenditures by educational 
institutions, the government and other 
organizations and individuals, the total 
exceeds $5 billion. The duPont company 
reportedly spent $25 million in develop- 
ing nylon alone. The present pace is pro- 
viding employment for half a million 
scientists and engineers. The results will 
































proposal is the fact that the United States 
cut its own armed forces in the last few 
years by about 1 million men. Credit was not 
sought or received. The answer Congress 
gave was simply money. But Moscow is turn- 
ing out the propaganda. Washington is 
receiving the news with outward optimism, 
inward skepticism. Close to stating the 
true reaction was Defense Secretary Charles 
E. Wilson: "The Soviet announcement doesn't 
justify any appreciable change in our 
present military strength." Senator Walter 
George, foreign affairs chairman, sug- 
gested "we ought to be quite willing to 
make a careful examination." 























» The other side of the public hous- 
ing drive finally is being presented. The 
U.S. Chamber of Commerce has held off in 
apparent hope that some other agency might 
speak up, but has been forced to add public 
housing to its list of "don't." Since 1940, 
the Chamber has messaged Congress, 14 
million American families have become home 
owners. The number of non-farm homes now 
owned by their occupants is more than twice 
that of 1940. This upsurge is traced to 
the circumstance that 1.2 million families 
annually join the ranks of those with 
yearly incomes of more than $5,000. 





























p» The U.S. Bureau of Labor Statis- 
tics has teamed with the National Science 
Foundation to give American business 
belated credit for pouring billions of 
dollars annually into research and devel- 
opment. The day when incandescent lamps, 
horseless carriages, airplanes, and elec- 
tronics were being developed by individuals 
in one-room buildings has ended. Today, 
say the two study groups, more than 15,000 
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be measured in millions of additional jobs. 





rs The Administration opposes edg- 
ing toward full recognition of government 
workers labor unions and will send depart- 
ment heads to Capitol Hill to argue against 
giving these groups collective bargaining 
rights. The experience of many municipali- 
ties that tried it operate against a Federal 
extension. Many Federal workers now are 
unionized -= especially in the Post Office 
Department. But they do not have collective 
bargaining rights except in the sense that 
the completely unionized Government Print- 
ing Office discusses wage scales with 
the Public Printer and he, in turn, talks 
it over with the real boss, Congress. 
Bargaining is but one step from the right 
to strike. Pressed on the point, most union 
Spokesmen say they should have that right. 
































> Required reading in many union 
halls is a report from Washington head- ha 
guarters outlining the findings of British Fr 
unionists who went to Moscow to learn that Si 
workmen there rejoice at such "“accomplish- of 
ments" as winning the right to work a at 
longer work-week. The passage recites the au 
Britons were told by a Muscovite "that ar 
never had the members (of the Russian 
workers group) asked for a shorter working Si 
week, but, on the contrary, on one occasion ec 
had asked for and obtained a longer work- 
ing week in order to fulfill the require- 
ments of the economy." Grievances, the 
British union men were told, are handled h: 
by a conciliation board or by a People's qi 
Court. It's an effective system, of a tk 
kind, because "during the 37 years of the 7 
USSR, the union has never had a case of 
strike..." 01 
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New Monthly Feature 








WORLD IN TRANSITION 


The Stakes in Coal and Oil 


. the beginning of the century the Saar 
has been twice part of Germany and twice part of 
France and has never ceased to be a big bone of con- 
tention between the Continent’s two major nations. 
Since the end of World War II the small territory 
of one million inhabitants has been economically 
attached to France but retained internal political 
autonomy. Its people voiced their approval of this 
arrangement at a referendum in 1947 when Germany 
was economically prostrate, politically ostracised and 
under the military occupation of four foreign powers. 
Since then Germany has reemerged as Europe’s major 
economic and political power and is about to rearm. 


End of the Saar Dispute? 


Saar people who through Germany’s lean years 
had found their association with one of her con- 
querors most beneficial now began to rediscover 
their attachment to the fatherland and the old cry 
“Deutsch bleibt die Saar’ was heard was once more 
throughout the territory. To settle the issue, another 
plebiscite was held last Sentember to decide whether 
or not the Saar people wanted to become Europe’s 
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by JOHN H. LIND 


first international territory, to be administered by 
the Western European Union. The proposal which 
was opposed by the pro-German parties was over- 
whelmingly defeated. A subsequent parliamentary 
election, early this year, gave the pro-French gov- 
ernment of Johannes Hofmann a resounding defeat. 

Following this upsurge of German nationalism, 
France was quite ready to see the Saar reunited with 
Germany but it had to assure itself of a continuing 
share in the area’s coal and steel output. The Saar 
produces about 16 million tons of coal and 3 million 
tons of steel annually plus about $200 million worth 
of metal products. Without the Saar’s coal and steel 
production France would be a poor second to Ger- 
many in the European Coal and Steel Community. 
Furthermore, some of France’s richest coal mines— 
the Warndt mines—have their shaft entrances in 
Lorraine but their seams are in the Saar. 

The negotiations to settle all these problems have 
been carried on for over six months now. Early in 
June, after a long and weary conference in Luxem- 
bourg, Chancellor Adenauer and French Premier 
Mollet announced complete agreement on all aspects 
of the Saar issue: The Saar is to be politically inte- 
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grated with Germany next January. There would 
follow a transition period of about three years dur- 
ing which the monetary and customs union between 
the Saar and France would be ended. However, 
France would continue to receive Saar coal for about 
20 years at the annual rate of nearly 5 million tons. 
She would also be able to mine the Warndt mines for 
another five years. 

The major concession made by Adenauer was his 
acceptance of the Rhine-Moselle Canal project whose 
$140 million construction cost is to be financed by 
Germany. The Canal would be of great importance 
to the steel manufacturers of Lorraine, France, who 
now have to pav prohibitive rail freight costs for 
coking coal from the Ruhr and must charge equally 
high rates for steel shipments to their customers 
throughout Europe. As a result, Lorraine steel is not 
competitive with Ruhr steel which is based on local 
coal and cheap river transportation. The Canal would 
reduce the cost of Ruhr coal to Lorraine customers 
by at least $3.00 per ton and of Lorraine steel ship- 
ments to the world market by at least $4.50 per ton. 
Naturally, Ruhr industrialists, politicians and union 
chiefs as well as the new Saar leaders are all violently 
opposed to the Canal scheme. Adenauer who sees 
Franco-German friendships as one of the corner 
stones of Germany’s foreign policy will now have to 
battle against this powerful domestic opposition in 
order to implement the Saar agreement. If he succeeds 
he will have made a historic contribution to the cause 
of Western European unity. 

Evrope’s Boom Slowing Down 

Business conditions in Eurove are still highly 
favorable, according to a recent United Nations re- 
gional survey for the first quarter of 1956, but the 
rate of expansion has slowed down perceptibly, com- 
pared to last vear. Only Britain failed to register 
an increase in production since the middle of last 
year. Her condition was characterized by a continued 
boom in most capital goods accompanied bv a slack 
in consumer goods. Inflation is still a serious threat 
in Britain, according to the survey, because of the 
continuing pressure for higher wages. The same 
applies to Denmark and Norwav. France, Germany, 
Holland and several smaller countries, on other hand, 
have managed to increase production still further 
but at a lower rate than last year. The market for 
U.S. goods is generally even better than last year, 
especially in coal and steel whose imvort needs this 
year will be considerably above 1955. For instance, 
Europe is expected to buy 35-40 million tons of U.S. 
coal this year, compared to 25 million in 1955 and 
16 million in 1954. 

An interesting feature of the revort is its warning 
that the restrictive monetary actions of the various 
governments to prevent the boom from deteriorating 

into an inflation might 


& soon have to be loosened 
in some cases lest they 
vy stifle further expansion. 


A similar sentiment was 
recently expressed by Dr. 
Per Jacobssen of the 
aye. Bank of International 
Settlements who has been 
one of the staunchest ad- 
Von vocates of a tight money 
policy for Europe. To 
American exporters wor- 








rying about how long the European market will hold, 
these statements are good news since they indicate 
a new awareness by European planners and analysts 
that booms and depressions need not inevitably fol- 
low each other but that a certain amount of govern- 
ment intervention can keep the economy on a fairly 
even keel. 


Elections in Austria 


Austria’s first election since its reemergence as 
an independent nation took place on May 13th. The 
results, as expected, did not bring any basic political 
change. The coalition of the conservative People’s 
Party and the Socialists will probably continue to 
rule Austria as it has in the past ten years. However, 
the People’s Party increased its edge over the Social- 
ists in the number of deputies. 

Economics played a major role in the election 
which was fought largely around the question of gov- 
ernment vs. non-government ownership of Austria’s 
basic industries, especially oil. Austria is already 
the most nationalized country this side of the Iron 
Curtain. About 70 to 80 per cent of its business 
corporations, including virtually all basic industries, 
are owned or controlled by the government. When 
the Russians returned the oil industry last August, 
its ownershiv became immediately the major topic 
of politica] controversy between the two varties. The 
People’s Party holds that unless this industry is at 
least partly put into private hands it will be im- 
possible to interest foreign capital in investing large 
sums for modernization purposes and new explora- 
tion activities. Their view is that oil exploration is 
a much too risky venture to be undertaken by a 
government alone. The partnership of the large in- 
ternational oil companies who can spread such risks 
over many parts of the world is needed and condi- 
tions have to be created to attract them. The Social- 
ists are opposed to this idea on the grounds that the 
participation of foreign oil canital would put one 
of the country’s major industries under the domina- 
tion of foreign interests, unconcerned with the wel- 
fare of Austria. The Socialists also claim that 
American oil companies prior to 1938 kent Austrian 
production (which was then largely in their hands) 
purposely low in order not to upset their production 
from other sources. 

With the increased power of the People’s Party it 
seems more likely now that a way will be found for 
some sort of non-government participation in oil 
and other basic industries. The People’s Party has 
suggested the issuance of “people’s shares” to pri- 
vate individuals at low nominal values and has 
pointed to the United States as the most successful 
example of this “people’s capitalism”. It is inter- 
esting that in a country so much steened in the 
tradition of state ownership, a party should wir 
an election on a program of emulating the American 
system of diversified private ownership. 


Oil in the Middle East Crisis 


Oil seems to have a peculiar faculty of becoming 
the center of political disputes. The more oil the 
hotter the dispute, In the Middle East which contains 
about 70 per cent of the free world’s oil reserves, 
it is now close to boiling temperature. Of course, oil 
is only one of several issues in the current Middle 
WALL 
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East crisis but it ac- 
counts for a good part of 
the trouble. Take Prime 
Minister Eden’s recent 
statement to a Tory audi- 
ence on Cyprus: “If ever 
our oil resources were 
imperilled, we should be 
compelled to defend them. 
The facilities we need in 
Cyprus are part of that 
defense. No Cyprus — no 
certain facilities to pro- 
tect our supply of oil. No oil—hunger and unemploy- 
ment in Britain. It’s as simple as that.” 

Eden’s plain-spoken words are fully supported by 
two recent studies. The first is an energy forecast 
for Europe in 1975, just released by the Organization 
of European Economic Cooperation. It shows the 
following features: 














European Energy Needs and Supply 
1955 1957 


Total power needs 730 1,200 (in million tons of coal) 


Domestic power output 584 755 
Power Deficit 146 445 


Fuel import costs $1.9 $ 5.0 (billions of dollars) 








The estimate of fuel costs is based on the unlikely 
assumption that fuel prices will not rise over the 
next twenty vears. 

The bulk of these imports must come from the 
Middle East, the only area with a growing fuel sur- 
plus. The rising importance of the Middle East as 
the world’s fuel supply center was brought out in a 
recent paper by an official of the British Petroleum 
Company. Here is how he projects the free world’s 
fuel oil output over the next 20 years: 











Free World Oil Output 


(in million of tons) 


1955 1965 1975 
United States 328 450 450 
Other Western Hem. 162 300 370 
Middle East 164 400 900 
Other Eastern Hem. 27 80 130 
Synthetic & Natural 
Gasoline 31 70 185 
Total Free World 712 1,300 2.035 








According to these projections, the Middle East 
will become the world’s major oil producing area 
shortly after 1965. This means that the economic 
interdependence between Europe and the Middle 
East will continue to grow for the next twenty vears 
since atomic energy is not expected to make much of 
a dent before then. It also means that the Middle 
East’s oil royalties which amounted to about $900 
million last year will be around $5.5 billion by 1975 
and that the oil companies overating in the area wil! 
reap a profit of a similar magnitude. Since nearly 
60 per cent of the area’s output is in American hands 
these developments are bound to exercise a profound 
influence on the growth pattern of the five major 
U.S. companies and the dozen or so smaller ones 
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currently in the area. It will also put a tremendous 
responsibility into the hands of these U.S. firms and 
the British, Dutch-British and French concerns who 
control the balance of the area’s oil output. In fact, 
this contro] is bound to be challenged with increasing 
vehemence by big Middle East oil consumers like 
Germany, Italy, Belgium, Sweden, Spain and Japan 
who are now excluded from the area. Their view is 
expressed in a recent article in the Frankfurter 
Allgemeine Zeitung, one of Germany’s leading news- 
papers, which plainly calls for eventual internation- 
alization of the Middle East’s oil production to give 
all oil consuming countries a direct stake in it. The 
article is particularly critical of America’s large- 
scale presence in the Middle East in view of the fact 
that Middle East oil is not a significant factor in 
U.S. domestic oil demand. 


Israel's Trade Deficit 


Israel’s trade figures for 1955 illustrate again the 
extremely high degree to which this country still 
depends on unilateral fund inflows to maintain its 
level of economic activity. 


Israeli Foreign Trade 
(in millions of dollars) 


[c2j Import Qa Export 
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As the above chart shows, imports last year were 
almost four times as high as exvorts and the trade 
deficit was even larger than in 1954. The reason for 
the very slight decline in exports (from $88 million in 
1954 to $86 million last year) lies in a reduction of 
citrus fruit exports, still Israel’s largest export 
commodity, and a decline in exports of assembled 
vehicles. The United States bought $16.3 million 
worth of goods last year and thereby became Israel’s 
largest customer, a position previously held by Brit- 
ain. An encouraging development in 1955 was the 
$20 million export sales of cut diamonds, an almost 
30 per cent improvement over the previous year. 
For the current year an increase in Negev phosphate 
exports is expected as a result of the opening in April 
of a railway line to Beersheba which will considerably 
reduce transportation costs to Haifa. Citrus fruit 
exports are also up, on the basis of the first four 
months. 

One of the difficulties in increasing exports is the 
high wage level which has made some non-agricul- 
tural goods non-competitive in foreign markets. Last 
year’s 12 ver cent increase in industrial production 
and 5-6 per cent increase in output per worker has 

(Continued on page 434) 
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The Natural Gas Industry 


Its Progress—Its Problems 


By OWEN ELY 


The history of the gas industry goes back to 1821, 
when the town of Fredonia, New Y ork, was lighted 
by natural gas and the local hotel used gas for cook- 
ing. Electricity didn’t get under way until sixty or 
seventy years later, when Thomas A. Edison devel- 
oped his incandescent light and built the famous 
Pear] Street generating station. But the progress 
of gas has been much more erratic than that of elec- 
tricity. Natural gas wasn’t available in big volume 
in earlier days, hence most of the country depended 
on manufactured gas, used mainly for cooking—its 
use for lighting suffered from the competition of 
electricity, and faded out. 

The industry had a rebirth when large new sup- 
plies of natural gas became available in the midwest 
and south in the past three or four decades. In 1930 
gas accounted for less than one-tenth of all energy 
production in the country, while now it provides 
more than one-quarter. With the building of pipe- 
lines during the 1920s and again in the current post- 
war period, gas has made heavy inroads into coal 
and its growth has been faster than that of oil. The 
development of big storage fields in the north has 
promoted its sale for house-heating during the win- 
ter. Only ten years ago three-quarters of the total 
gas output was used for low-grade purposes but 
now this has been sharply reduced, and field losses 
have been cut in half. The industry is now entering 
a third stage and is beginning to divert gas into 
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the production of chemicals, fertilizers, etc. This 
should become increasingly profitable. 

Meanwhile the industry has had to obtain new 
reserves, since each new pipeline has to be assured 
of at least twenty years’ supply of gas before it can 
obtain necessary approval by regulatory agencies 
such as the FPC, and by the major financers, the 
insurance companies. The industry has increased its 
reserves mainly as the result of drilling by the large 
oil companies and other independent gas producers. 
(The gas utilities themselves have played a minor 
role, due to regulatory problems.) In 1946 national 
reserves were only 161 trillion cf but they are now 
estimated at 214 trillion, plus some 20 trillion ef in 
Canada and an unknown amount in Mexico. This 
gain has been accomplished despite the fact that net 
production has almost doubled in the last decade, to 
over 10 trillion cf currently. The published figures 
on reserves refer only to “proven” reserves; includ- 
ing those not yet proven, some engineers estimate 
that U. S. reserves may be as high as 600 trillion cf 
and those in Canada at 200 trillion ef. 


Producing Gas from Oil 


A novel development in the industry, not yet 
appreciated by the general public, is that manufac- 
tured gas may yet stage a “comeback”. Gas engi- 
neers have continued to experiment with new 
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1_—Indicated 1956 rate. 


*—Plus 1 sh. Niag. Mohawk Pow. for each 10 sh. held, and 1 sh. Consumers Pr. for each 20 sh. held. 





' Statistical Summary of Natural Gas Companies 
| PIPE LINES (Some Production) 
« ___Earnings Per Share Dividends Per Share Recent Div Price Range 
1953 1954 1955 1953 1954 1955 Price Yield 1955-1956 
' Mississippi River Fuel $1.56 $1.75 $2.02 $1.10 $1.20 $1.40! 30 4.6% 345s- 25 
' Southern Natural Gas 2.06 1.89 2.37 1.40- 1.55 1.80! 35 5.1 37 - 31% 
: T Gas Tr i 1.24 1.30 1.76 1.40 1.40 1.40° 28 5.0 35\s- 22'2 
: Texas Eastern Transmission 1.33 1.69 2.11 1.00 1.20 1.40 25 5.6 30'4- 24\4 
' Texas Gas Transmission 1.59 1.63 1.74 1.00° 1.00° 1.00° 22 45 25\4- 20% 
' Transcontinental Gas P. L. 91 1.01 1.15 70 70 90! 16 5.6 19%- 132 
I 1_I{ndicated 1956 rate. '—Pius stock. 
2—Plus 0.24306 sh. of Ala. Gas. 
» INTEGRATED COMPANIES 
Earnings Per Share Dividends Per Share Recent Div Price Range 
1953 1954 1955 1953 1954 1955 Price Yield 1955-1956 
American Natural Gas $3.13 $3.52 $3.35 $1.90 $2.00 $2.20! 63 3.4% 66%4- 46% 
| Colorado Interstate Gas 1.45 2.29 5.23 1.25 1.25 1.25 67 1.8 69 - 50 
Columbia Gas System 73 1.09 1.20 .90 90 .90 15'2 5.8 17 15% 
Consolidated Natural Gas 2.06 2.67 2.86 1.25 1.25 1.70! 37 45 377%- 3154 
El Paso Natural Gas 3.50 1.89 3.09 1.60- 2.00 2.00 49 4.0 54%2- 39% | 
Lone Star Gas 1.50 1.82 2.14 1.40 1.40 1.40 30 46 327%- 268 | 
Montana-Dakota Utilities 95 1.46 1.46 .90 .90 1.00 25 4.0 32'2a- 23'2 | 
National Fuel Gas 1.11 1.40 1.57 95 1.00 1.00 19 5.2 23 - 18% 
Northern Natural Gas 2.21 2.76 3.56 1.80 1.95 2.20! 41 53 47\a- 39% | 
Oklahoma Natural Gas 94 1.62 1.80 1.15 1.20 1.40! 25 5.6 27%- 21% 
Panhandle East. Pipe Line 5.04 4.26 5.01 2.50 2.50 3.00 79 3.7 88 - 70'2 | 
Peoples Gas Lt. & Coke 10.21 10.88 11.40 6.00 6.25 8.00! 155 5.1 173 -'%6 
United Gas Corp. 1.99 2.08 2.03 1.25 1.31% 1.50 30 5.0 36 - 28'2 | 
1_Indicated 1956 rate. 
2—Plus 1 West. Nat. Gas for each 45 El Paso held. 
RETAIL DISTRIBUTORS 
. Earnings Per Share Dividends Per Share Recent Div Price Range 
1953 1954 1955 1953 1954 1955 Price Yield 1955-1956 
Brooklyn Union Gas $2.12 $2.50 $2.70 $1.50 $1.60 $1.80 33 5.4% 36'2- 32 
Laclede Gas Co. 98 85 .97 .50 .60 72! 15 48 16 - 1258 | 
Northern Illinois Gas 2.12 1.76 2.13 = 50 .80 18 44 23%2- 17% 
Pacific Lighting 2.00 2.38 2.71 1.62'2 2.00 7.00 38 5.2 42 - 37% 
United Gas Improvement 2.39 2.10 2.15 1.76- 1.80 2.00 37 5.4 3934- 3458 
Washington Gas. Light 2.10 3.03 2.98 1.80 1.80 2.00 38 5.2 42\4- 37%4 
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Colorado Intersta'e Gas: ‘Special situation,’’ yield nominal. Gas reserves Brooklyn Union Gas: Excellent recent earnings (aided by cold weather 
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Consolidated Natural Gas: Conservative old-line system formerly con 
trolled by Standard Oi! of N. J. Very reasonably priced on earnings but 
payout is quite low. (H 

El Paso Natural Gas: ‘Special situation.’ Extremely rapid expansion, 
but share earnings in recent years irregular. Expanding into new fields 
such as oil refining, petro-chemicals, uranium. 

Lone Star Gas: Old-line conservative company. Share earnings trend some- 


1954. Large expansion potential in heating of homes if new gas supply 
can be obtained. Benefitted thus far by Herscher Dome. (H 

Pacific Lighting: Large old-line retailer with dividend record since 1909. 
Revenues have shown good growth, but share earnings record less impres- 
sive. Good investment quality, yield 5.2%. (H 

United Gas Improvement: Has paid dividends since 1885, has high equity 
ratio, but share earnings have been “‘making a line’’ for some yeors 



































what irregular, little net gain since 1950, though good recovery in Yield of 5.4% reflects present high payout. (N 
t 1954-5. (N Washington Gas Light: With 90-year dividend record and stable service 
Montana-Dakota Utilities: Large acreage in Williston Basin and Montana area, stock has good investment caliber. May benefit by population gains 
% affords speculative potential, but drilling results disappointing. Stock in suburban areas, plus space-heating. (N 
ad RATING: (H) — Hold; (N) — Neutral. | 
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methods of producing manufactured gas, and in New 
England, it is reported that gas can now be produced 
as cheaply from oil as the natural product can be 
transported from Texas. Thus the gas industry 
seems assured of a continued long life even if pres- 
ent reserves of natural gas are used up. In fact some 
optimists foresee the day when gas may be manu- 
factured at northern coal mines and transported by 
pipe line to Texas, when that state’s supplies have 
been depleted. 

During the postwar period the gas industry en- 
joyed a great upsurge due mainly to the construc- 
tion of new pipelines, the development of storage 
facilities, and the resulting availability of natural 
gas for househeating and other uses. Gas has vied 
with electricity in phenomenal growth. In many 
inland areas, despite some upward trend in the cost 
of gas, gas is still cheaper than coal and oil as a 
residential fuel, and the utilities are trying to get 
more gas to meet the demand. In coastal areas and 
particularly the New York metropolitan area, wrere 
oil can be brought in by tanker cheaply, gas has 
had to compete vigorously for the big househeating 
market, but is currently winning out in this area. 


The Rate of Growth for Natural Gas 


In each of the past five years the gas industry 
has invested over a billion dollars in new construc- 
tion—last year $1.4 billion was spent. With the com- 
pletion of some of the major pipelines, the building 
program is tapering off a little and expenditures 
this year are forecast 


eastern cities gas was higher. Many consumers are 
reported willing to pay more for gas as a fuel be- 


sause of fewer delivery and service problems, 
cleaner combustion, etc. 

The following statistics compiled by the American 
Gas Association indicate the current importance of 
the various divisions of the gas industry and their 
rate of growth in the postwar period: 








% of Total in 1955 %, Increase 1946-1955 


Volume Sales Revenues Volume Sales Revenues 

Residential 32% 56% 221% 342% 
Commercial 9 12 162 304 
Industrial 55 29 147 274 
Other 4 3 384 756 

Total 100% 100% 175% 320% 








Despite various regulatory troubles the industry 
still has big plans for expansion, (1) to complete 
its system of pipelines and storage facilities, (2) 
increase sales of gas for househeating, and (3) 
stimulate the use of other new appliances in compe- 
tition with electric devices. 

Some Big Projects Under Way 

The FPC authorized the laying of 4500 miles of 
new pipelines in 1955, of which two-thirds were com- 
pleted. The expansion program is continuing this 
year with several big projects well under way. The 
Pacific Northwest Pipeline System is being built 
from the San Juan Basin in New Mexico to serve 
tne states of Oregon and Washington; it will also 
tie in with the Westcoast Transmission line which 
will bring down some gas from the Peace River 
Field in Alberta. 
Northern Natural 





at about $1.2 billion 
and perhaps a billion 
dollars each in 1957 
and 1958. The indus- 
try has quadrupled 
its assets since 1940 
—from $5 billion to 
$16 billion. During 
the past decade, the 
number of customers 
has increased about 
50‘% (to 29 million), 
gas sales have in- 
creased nearly 150% 
and revenues some 
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NATURAL GAS NETWORK 


Gas has also asked 
permission to build 
a new line to tie in 
with the Alberta gas 
. reserves and Tennes- 
see Gas Transmis- 
sion (see below) has 
a more ambitious 
project. Peoples Gas 
wants to build a line 
to tie in with Colo- 
rado Interstate Gas. 
American Louisiana 
Pipe Line Co., Ameri- 
can Natural Gas Co.’s 
new pipe line subsidi- 

















ary, expects to have 
its new pipe line from 
the Gulf Coast fields 
































200%. 
Will the rise in the MILLIONS OF 
field cost of gas check CUSTOMERS 
the industry’s sales 
potential? The aver- 
age unit price of 1940 45 


natural gas to con- 
sumers is about 38‘: 
higher than in 1946, 
having just kept pace 
with the cost of liv- 
ing, and the rise in 
prices of competing 
fuels (coal and oil) 











‘50 1955* | to Michigan in oper- 
ation this summer, 
142 has field application 
with the FPC to ex- 
pand its present au- 
thorized capacity to 
approximately 100,- 
000 Mcf per day. 
The biggest gas 
pipeline in the world 





will be built in Can- 





ada, with the help 
of Clint Murchison, 























the Texas Oil mag- 
nate. The 2,320 mile 
































has been greater. A THOUSANDS OF 

study of heating 

costs in thirteen MILES OF 

cities showed that in TRANSMISSION 

eleven househeating PIPELINE 

with gas cost sub- 

stantially less than 1940 “45 


with coal or oil, al- 
though in two north- 





‘50 1955 * pipeline will tap the 
* PRELIMINARY big reserves in the 
western Province of 
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Alberta and _ bring 
gas to Montreal and 
other areas in east- 
ern Canada. The 
project has been dis- 
cussed for more than 
five years, but many 
Canadians have been 
loathe to let Murchi- 
son control the deal, 
hence it has been a 
red-hot political is- 
sue. Canadian inter- 
ests also sought to 
finance the project 
but apparently did 
not have enough fi- 
nancial resources to 
carry it through. The 
Canadian Parlia- 
ment, in a hectic re- 
cent session with clo- 
sure invoked for the 
first time in 24 vears, 
passed enabling leg- 
islation which _in- 
cluded an $80 million 
Canadian Govern- 
ment loan to Trans- 
Canada Pipe Lines, 
Ltd., controlled by 
Murchison and other 
U. S. oil interests. 
This money was 
needed to get the 
$350 million project 
under way. Building 
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GROWTH OF 
GAS UTILITY INDUSTRY 


(TOTAL ASSETS IN BILLIONS OF DOLLARS) 





been concerned over 
developments. at 
Washington. Under 
the previous admin- 
istration the Federal 
Power Commission 
took a narrow legal- 
istic view of its regu- 
latory duties, with 
the result that opera- 
tions of the _ inte- 
grated gas system 
those which produce, 
transport and retail 
natural gas were 
penalized earnings- 
wise. This situation 
improved under the 
Eisenhower Admin- 
istration, the FPC 
adopting a _ fairer 
method of fixing the 
value of gas produced 
by the utilities. 
Meanwhile, howev- 
er, some old litigation 
which had been sim- 
mering for many 
vears boiled over, in 
the Supreme Court de- 
cision in the Phillips 
case. The high court 
decided that under 
the old Natural Gas 
Act the FPC was 
bound to regulate all 
natural gas producers 
whether they were 
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of the 600-mile in- 
itial section from AlI- 
berta to Winnipeg will get under way within a few 
weeks, it is reported, for completion by the end of 
the vear. 

The Canadian Government will also build another 
section of the pipeline through the wilderness of 
northern Ontario, and lease it to Trans-Canada. 
This section has no local outlets for gas and hence 
would be unprofitable unless subsidized. The origi- 
nal $80 million loan, when repaid next April, will 
be used with an additional $38 million to build 
this line. 

In August 1955, Tennessee Gas Transmission 
Company signed a contract to buy 200 million cf 
of gas a day from Trans-Canada at Emerson, Mani- 
toba, and also agreed to sell Trans-Canada 86 mil- 
lion cf a day at the other end of the proposed line 
near Niagara Falls. Tennessee Gas later filed an 
ambitious plan with the FPC to build a pipeline in 
the Middle West, in order to take the gas at the 
Canadian border and distribute it in the Middle 
West, in partial competition with Peoples Gas of 
Chicago and Northern Gas. As noted above, Peoples 
Gas also filed its own plan to tie in with Colorado 
Interstate. These competitive problems have been 
dumped into the lap of the over-worked Federal 
Power Commission for decision. 


Regulatory Problems 


While the industry thus continues to make dy- 
namic plans for new projects, U. S. leaders have 
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utility companies or 
not. This alarmed the independent producers, many 
of whom are affiliated with the oil industry, and it 
was feared that wild-catting and the search for new 
gas reserves would suffer. Congress hastily passed 
the Harris-Fulbright Bill to define more carefully 
the regulatory function of the FPC, but the Presi- 
dent vetoed the Act due to a last minute “scandal” 
over reported “buying” of votes. 

Until new legislation can be passed, which is un- 
likely this year, this leaves the FPC with a tough 
regulatory chore. In the Panhandle decision about 
two years ago it adopted the “fair field price’”’ method 
in preference to the earlier “cost of production” 
method. The new method was more flexible and 
liberal, recognizing the realities of established values 
in the oil fields. But now the Panhandle ease is also 
in litigation and the U. S. Court of Appeals last 
December remanded it to the Commission for further 
supporting evidence. 

Thus it is up to Congress as soon as this year’s 
political excitement is over, to try to straighten out 
the whole regulatory mess. Some means must be 
found to curb the rising cost of gas, but some in- 
centive must also be left to encourage new drilling 
and develop additional reserves. The integrated 
utility gas systems should be given every encourage- 
ment to do their own drilling, making them less de- 
pendent on the independent producers for new sup- 
plies of gas. The situation will doubtless be worked 
out on a compromise basis, and until that time the 
industry will continue (Please turn to page 435) 
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Igor |. Sikorsky, helicopter pioneer. 
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His new twin-engine transport Jua 
(center) is capable of carrying mac 
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the 
cop! 
firs’ 
| down in the Antarctic 
leave their disabled plane and undertake 
to walk the hundreds of miles to their 
base. Certain death awaits these men, but A 
a helicopter, which could have spotted the rec 
downed plane more easily than men, finds cop 
them anyhow. It lands on the frozen wastes of that of | 
forbidden land and brings them in unscathed. Air 

Whirlybirds, as they are affectionately known to whi 
our fighting men, were helpful during the Korean I 
war, bringing up supplies, carrying out the wounded cop 
and performing a hundred other chores. cue 

In flooded areas, the helicopter, which needs wol 
neither airfield nor runway, has moved in, again Ko1 
and again, to take out people faced with death by ter 
drowning. 

Travel over the craggy Riviera route between | 
San Remo, Italy, and Nice, France, is perilous. The cov 
heilcopter is going to scale the hills, carrying people “s 
between the two points in 20 minutes’ flying time pe. 
(two and a half hours by bus). | est 

Last year, one line alone carried nearly 25,000 st 
passengers via helicopter in the New York metro- hav 
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politan area. That was a 
threefold rise from 1954 
and the Port of New - es 
York Authority envis- 
ages a million riders per 
year in that area within 
a decade. New York Air- Freight 
ways, the helicopter air- U. S. Mail 
line serving metropoli- Express 
tan New York, will sur- Other 
pass with ease this year 
the achievement of 1955. 


Passenger 


Totals 





Helicopter Airlines Increase Revenues 


2,605 3,069 





most part, the more 

costly and less effective 

tee sien destroyer-guard pro- 
(in thousands of dollars) cedure. 

1953 1954 1955 Helicopters were simi- 

10 61 209 larly employed by the 

o - 23 Air Force in developing 

the techniques of its Air 

ated ane — Rescue Squadrons. The 

- 3 99 || military has high praise, 

44 87 63 || indeed, for the helicop- 


3,355 || ter in such work as ar- 
tillery spotting, mine de- 

















Last month it hauled a 

record 3,720 passengers. Because of the increased 
demand for seats, the airline’s schedule has been 
increased. 


Helicopters Are Different 


From the foregoing illustrations of helicopter use 
(there are literally hundreds), it is apparent that 
the whirlybird is one of the most versatile vehicles 
known to mankind. Unlike the beast of burden, the 
railroad or the modern automobile, it does not 
require a trail or road from place of departure to 
point of arrival. Even the airplane needs a hard- 
surfaced airport with a long runway or the deck of 
a seagoing carrier to take off and land. 

The helicopter has other unique features, notably 
its ability to pick up cargo without any outside help 
and to deliver the goods to its destination without 
landing. 

As an idea, the helicopter is very old. Sketches 
of man-made helicopters go back a few hundred 
years. In 1907, Louis Breguet became the first man 
to take off in a helicopter. Between the two great 
wars of our century, the whirlybird was created by 
Juan de la Cierva in Spain and several of these 
machines were turned out in various countries. 
About 20 years ago, Dr. Heinrich Focke produced 
what was probably the first practical helicopter, 
capable of rising several thousand feet and demon- 
strating full contro! in flight. 

In 1939, our VS-300 made its first flights. It was 
the world’s first successful single-main-rotor heli- 
copter and led, in 1943, to the R4, which became the 
first production helicopter. 


In War and Peace 


As a footnote to history, it is interesting to 
recall that the domestic development of the heli- 
copter owes much to Igor I. Sikorsky, a native 
of Russia. Sikorsky Aircraft is a division of United 
Aircraft Corp., one of the top producers of the 
whirlybird, both for the Military and Commercial. 

In World War II, heli- 


tection, delivery of emer- 
gency rations, plasma, doctors and ammunition. 

The French now are using the helicopter in large 
numbers to flush out rebels in the hills of Algeria. 

It would be a major chore to list all of its func- 
tions, in war and peace. The commercial uses have 
grown in the brief decade since the end of World 
War II. It can carry, as an example, building mate- 
rials to an inaccessible (for trucks and animals, 
that is) site, permitting the erection of a small 
mining community. It has become a favorite of 
uranium prospectors. Airmail helicopter service has 
become quite common. Corporation executives, who 
must get around the country, have found helicopters 
economical. The machine performs innumerable 
functions on the farm, such as spraying insecticides, 
seeding and dusting. 


Leaders In the Field 


Bell Aircraft Corp., another topnotch producer of 
helicopters, expects to topple all records for com- 
mercial sales this year. It has reported a backlog of 
$5.5 million, representing unfilled orders for 120 
helicopters, largest in the history of the company’s 
rotary wing operations. 

Another of the kingpins of the helicopter indus- 
try is Verto] Aircraft Corp., formerly known as 
Piasecki Helicopter Corp. On sales of $57,690,000 
last year, the company registered record high net 
earnings of $1,551,000, or $3.32 a share. This com- 
pares with net of $1,360,000 in 1954 and the pre- 
vious high mark of $1,410,000 in 1953. Sales value 
of unfilled orders rose to about $125 million at the 
close of 1955, compared with $100 million a year 
earlier. 

Others prominent in the field are Doman Heli- 
copters, Inc., Hiller Helicopters and Kaman Aircraft 
Corp. Bell and United Aircraft, both of which are 
listed on the New York Stock Exchange, were dealt 
with in the MAGAZINE on May 26. Vertol, Doman, 
Hiller and Kaman are dealt in over the counter. 
While helicopter pro- 














copters were used in res-_ | 
cue missions and liaison 
work. But it was in 
Korea that the helicop- 
ter came into its own as 
a military vehicle of al- 
most limitless use. Heli- 
copters have been em- 
ployed by the Navy in 
establishing air-sea res- 
cue techniques’ which 
have replaced, for the 


Available Ton Miles Flown 
Revenue Ton Miles Flown 

Ton Mile Load Factor (%) 
Available Seat Miles Flown 
Revenue Passeng. Miles Flown 
Passenger Load Factor (%) 
Revenue Plane Miles Flown 








Charting the Growth Of the Helicopter Airlines 


ducers have leaned pri- 
marily on military con- 

Saitemeaie tracts for their bread 
1953 1954 1955 and butter (the armed 


services have reserved 
350 403 438 ive reserved 





129 199 ses 90% _ of production), 
36.86 37.71 44.35 there is a growing belief 
191 16 1,708 within the industry that 
% 183 628 helicopter airlines offer 
13.61 25.56 36.77 a lush field. Already, 
1,006 1,071 1,152 i short-haul helicopter 











(Please turn to page 431) 
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By WARD GATES 


a to the accepted belief of many 
buyers of corporate equities, the movement of stock 
market prices for all individual issues is not always 
in the same direction in either “‘bear” or “bull mar- 
ket.”” In what can aptly be termed a “bull market” 
there may be several issues that will move against 
the general trend. Price declines may be compara- 
tively rapid as to attract attention or so unobtrusive 
as to go unnoticed except by those actually holding 
the stock. In any event, such declines in a generally 
rising market are, it may be certain, forerunners of 
news of an unfavorable nature. 

Conversely, a stock which moves against the tide 
in a weak market or even resists the general down- 
ward movement of prices, invariably signals immi- 
nent constructive news relative to some development 
known, for the time being, only to those in the com- 
pany or in close contact with its affairs. Such news 
might have to do with a decision to increase the rate 
of dividend, disclosure of a substantial gain in earn- 
ings, a proposed merger, particularly advantageous 
to the company, or involving some other develop- 
ment of exceedingly favorable import. 

This show of strength or ability to resist the gen- 
eral price trend of the market, as the case may be, 
is likely to be overlooked by those who are prone to 
view the action of the market as a whole and thus 
fail to look upon it as a market of individual issues. 
Of course, there are times when the entire stock 
market will react to some special piece of unfavor- 
able news with even the strongest issues giving 
ground. 

A case in point was the announcement two weeks 
ago of President Eisenhower’s sudden illness which 
was erroneously interpreted by many investors as a 
possible recurrence of the coronary thrombosis at- 
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tack of last September. However, the reaction that 
set in following news of the recent illness was short- 
lived and stocks that had been showing strength 
prior thereto were quick to recover to price levels at 
which they were selling prior to the early June price 
break. In fact, as a result of our survey of the mar- 
ket action of a number of stocks, measured by the 
various “averages”, we found a number of issues 
have held at or close to their 1955-56 highs. 

Out of the total we have selected 25 which make 
up the accompanying compilation showing current 
price as compared with the 1955-56 price range, 
indicated current dividend rate, 1956 first quarter 
earnings per share, as well as dividends paid and 
per share net for the two previous years. We have 
also selected from the group for special comment a 
number of companies, together with opinions based 
solely on such basic factors as earnings, dividend 
prospects and financial position. 


Air Reduction Co. Sales and net income were at 
record quarterly highs for the 1956 first three 
months. Net income for the period of more than $3.8 
million was 72°¢, or $1.6 million, above the $2.2 
million reported for the corresponding months of 
1955. Before adding six cents a share in non-recur- 
ring profit, earnings for the 1956 March quarter 
equalled $1.03 a share on an average of 3,426,989 
shares outstanding as compared with 68 cents a 
share on 2,870,660 common shares outstanding a 
year ago. The increase in outstanding common 
shares being largely the result of conversion of 
118,594 shares of preferred in 1955. On the basis 
of 1956 first quarter results it is evident that Air 
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Reduction continues its saies and earnings gains 
which set in during the second quarter of 1955 with 
net per common share, excluding cash flow from 
accelerated amortization equal to 15 cents a share, 
amounted to 92 cents. For the final half-year, net 
income, also before counting accelerated amortiza- 
tion, totaled $1.94, bringing net income for the year, 
based on the number of shares then outstanding, to 
$3.31 a share. While the high level of general busi- 
ness has aided sales and earnings, Air Reduction 
improved showing which represents a reversal of an 
earnings downtrend that set in in 1950 reflects the 
benefits that have begun to accrue from its six-year 
program of modernization and expansion, the latter 
including the large calcium carbide and acetylene 
generating plant at Calvert City, Ky., which went 
into operation last year and which is expected to 
prove even more profitable in 1956. Continuing its 
long-range forward planning, Air Reduction has 
embarked on an expansion program involving ex- 
penditures of about $16 million in the current year. 
The company closed 1955 with strong finances. Cash 
and short-term notes of $21.3 million contributed to 
total current assets of $61.4 million which exceed 
total current liabilities of $21.8 million by $39.5 
million. Strong finances and increased earnings pro- 


vide a solid base for the current $1.80 annual com- 
mon dividend, increased from $1.40 late last year. 
At current market price the common is selling to 
yield 4.0° which is attractive considering the favor- 
able long-range outlook. 


American Home Products Corp. For the three 
months to last March 31, consolidated net earnings 
of $7.1 million were equal to $1.86 a share on the 
average number of shares outstanding as compared 
with $1.21 a share on the slightly greater number of 
shares outstanding during the like period of 1955. 
For all of that year consolidated net income reached 
$5.34 a share on gross sales of $252.3 million, com- 
pared with $219.1 million in 1954. The year’s total 
business was divided among its four divisions, per- 
centages being approximately: Ethical Drugs, 42°: ; 
Packaged Drugs and Cosmetic, 20‘: ; Foods, 21 
and Household Products, 17‘ these giving some 
idea of the broad diversification achieved by the 
company whose common stock, its sole capitalization, 
is regarded as a defensive issue. Although un- 
founded, so far, rumors of a stock split have un- 
doubtedly attracted some buying into the stock, a 
more solid reason has been the growing importance 
of AHP in the ethical (Please turn to page 138) 
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Statistical Data on Stocks Acting Better Than Average 
1954 1955 1956 
| Net Per Div Net Pe Div Ist Quar Ist Quer Indicated 
| Share Per Share Share Per Share Net Per Net Per Div Price Range Recent Div 
Share Share Rate 1955-1956 Price Yield 
Air Reduction $1.82 $1.40 $3.21 $1.50 $ 68 $1.09 $1.80 48'2-27%s 45 4.0% 
American Brake Shoe 3.19 2.25 5.08 2.10 98 1.76 2.40 44’8-33'2 43 5.5 
| American Home Products 4.21 3.00 5.35 3.30 1.21 1.86 4.00 133'4-65 125 3.2 
American Natural Gas 3.52 2.00 3.35 2.10 3.59! 4.15 2.20 6634-4638 63 3.4 
| Beneficial Finance 1.55 96 1.72 1.00 4) 46 1.00 2232-185 21 47 
| Black & Decker 3.33 1.00" 4.10 1.00 1.85- 2.44- 1.20 45'2-24'4 43 2.9 
Blaw-Knox 2.63 1.20 1.56 1.20 09 90 1.20 38'2-2654 35 3.4 
Bucyrus Erie 2.92 2.00 4.19 2.30 65 1.16 2.50 47%s-33 44 5.6 
Burroughs 1.83 85 2.19 1.00 52 60 1.00 41'2-22’s 40 2.5 
Caterpillar Tractor 2.9% 1.00" 4.04 1.60 82 1.29 1.80 77'2-39's 76 2.3 
Central & South West 2.00 1.20 2.04 1.34 37 43 1.40 3934-2958 37 3.7 h 
Cincinnati Gas & Elec. 1.72 1.00” 1.90 1.15 75 86 1.20 29'2-235s 27 4.4 } 
Cleveland Elec. illum. 1.93 1.30 2.49 1.45 66 84 1.60 4178-32!'2 4! 3.9 | 
Duquesne Light 2.26 1.66 2.34 1.80 63 72 2.00 38 -33 36 5.5 
El Paso Natural Gas 1.89 2.00 3.09 2.00 72 1.35 2.00 54'2-3934 51 3.9 
Fansteel Metallurgical Corp. 1.23 50” 3.00 75 65 1.04 1.00 48'2-26's 47 2.1 
General Telephone 1.84 1.06 2.63 1.31 82 96 1.60 46 -23's 42 3.8 
Grace (W. R.) & Co. 3.36 1.75 4.16 2.00 -- n.a 2.40 55'4-4158 49 4.0 
Link Belt 3.24 3.00 4.45 3.00 81 1.31 3.00 66'2-46'4 65 46 
Lone Star Cement 4.37 2.20 5.11 2.68 87 94 2.60 81 -56 78 3.3 
Merck & Co. 1.09 80 1.40 80 35 49 80 33's8-20 31 2.5 
| Newport Industries .23 .50 1.42 45 33 48 80 2158-16 20 4.0 | 
Cutboard, Marine & Mfg. 2.55 83's 3.68 1.30 1.78- 2.52- 1.60 56'2-31's 56 2.9 
| Pepsi-Cola 1.07 90 1.60 1.00 20 25 1.00 26'4-1778 24 4.1 
Smith-Corona 1.10 .60 3.26 60 2.68' 3.70° 1.09 4658-205 aa 2.2 
n.a.—Not available. —4 months ended April 30 
1—12 months ended Mar. 31. *—9 months ended Mar. 31 
2—6 months ended Mar. 31. '—Plus stock. 
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Aner ‘ican Can, world’s largest producer of 
metal and rigid cardboard containers, is preparing 
for another forward surge in sales. At the same 
time, the company, through research and new pro- 
duction methods, is making important progress in 
freeing itself from restrictions on its sales volume 
and profits imposed by high costs of steel and tin. 
These two ingredients in its most important raw 
material, tinplate, have risen sharply in price. 

If American Can can win better control 
over raw material costs, through technologi- 
cal gains, it will be in a position to capture a 
larger share of the $8-billion-a-year con- 
tainer market. Raw material costs constitute 
fully 60 cents of American Can’s sales dollar, 
as against only 26 cents for labor. 

Whenever there is a wage-price hike in 
the steel industry, American Can gets a dou- 
ble squeeze on its profit margin. In the first 
place, in the wage scales of its own workers 
it must meet the terms of the steel wage 
settlement, since it holds contracts with 
the United Steel Workers; and secondly, 
as a fabricator, it must pay higher prices for 
steel tinplate. For the steel industry invari- 
ably passes along labor cost rises to its 
customers. 

American Can can attempt to pass along 
new steel cost rises to container customers, 
but it must watch its step. For makers of 
paper containers and bottles are investing 06 
heavily in mechanization. Canco has made 23 








By H. F. TRAVIS 


two increases in its own prices during the last year. 
With another wage boost in the steel industry due 
July 1, Canco may be forced to boost its own prices 
again in October, when quotations will be set on tin- 
plate for the following six months. 

William C. Stolk, President of American Can, has 
stated that the company has never been in a better 
competitive position. He feels that prospects are 
that sales and earnings will be at least as good and 
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has absorbed a substan- TOTAL CURRENT ASSETS 93,711 220,101 126,390 ciated when it is under- 
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first place, the company 

has developed a new process which will take 98 per 
cent of the tin out more than 10 billion beer, dog 
food and coffee cans used every year. Tin, an ex- 
pensive strategic metal, contributes substantially to 
the cost of cans. Canco has developed a process 
known as margin plating. Only the narrow margins 
of the steel plate that form the soldered sideseams 
of the cans are tin plated. These narrow margins 
are not more than three-sixteenths of an inch wide. 
The rest of the can is made of enameled plate. This 
process will eventually be available for products 
which do not have to be processed by heat after 
being placed in the can. This includes motor oil, 
anti-freeze, polishes and waxes, cosmetics and drugs, 
detergents and insecticides. Eventually, margin 
plating may be applied to half or more of all the 
cans produced in America, Canco officials say. 

A second important move by American Can to 
cut production costs is a new investment program 
that involves a brilliant and audacious strategy. 
Canco is taking over certain steel processing opera- 
tions which have been performed exclusively by 


manufacturing in the 
United States. The company is not moving into the 
manufacture of basic steel, as the Ford Motor Com- 
pany did many years ago. But it is going to take 
untinned and tinned steel coils from the steel mills, 
and will install shearing lines and chemical treat- 
ing lines, along with inspection facilities. This 
means that operations that formerly required many 
hundreds if not thousands of workers will be per- 
formed in Canco’s plants. 

Unquestionably, Canco’s move will have a dis- 
ciplinary effect on the price policies of its suppliers. 
For it is clear that if steel costs continue to rise, 
Canco may be tempted to integrate further by tak- 
ing over more of the job that has been done in 
the steel mills. The threat will be there, and while 
basic steel production requires enormous invest- 
ments that Canco may not be willing to undertake 
at this time, there is always the possibility that 
Canco may attempt to buy a steel plant with 
capacity for 1 million or more tons of steel annu- 
ally, and modernize it. It will therefore be interest- 
ing to see how much (Please turn to page 439) 
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Long Term Operating and Earnings Record 
Percent 
Net Operating Income Net Net Net Div Earned 
Sales Income Operating Toxes Income Profit Per Per on Invested Price Low 
(Millions Margin (Millions Margin Share Shore Capital High Range 
1955 $ 714.7 $ 68.1 95%  $ 33.3 $ 35.9 5.0% $ 3.04 $ 1.55 10.6% 149'9-38'4 
1954 652.3 58.2 8.9 28.0 30.4 46 2.53 1.55 9.4 49-35% | 
1953 660.5 62.5 9.4 32.6 30.7 4.6 2.56 1.40 9.7 40 -31% | 
1952 621.6 54.2 8.7 26.8 27.3 44 2.25 1.26 9.0 36'8-28'8 
1951 570.0 65.3 11.4 37.1 30.1 5.2 2.75 1.25 11.2 29'2-23% 
1950 555.2 64.0 11.5 31.5 34.2 6.1 3.17 1.25 14.8 30'8-22'2 
1949 468.3 48.7 10.4 19.1 29.1 5.9 2.51 1.00 13.0 2658-20'4 
1948 409.5 44.8 10.9 17.7 26.9 $.5 2.43 1.00 11.6 23\-19 
1947 238.1 36.2 10.7 14.0 19.3 5.7 1.92 75 10.3 24-18% | 
1946 258.0 13.9 5.4 5.3 8.6 3.4 60 87 49 2658-19'4 fl 
| 
10 Year Average 1945-1955 $ 5248 $ 51.5 ©.6% $ 245 $ 272 5.04% $ 2.37 $ 1.18 10.4% 49'4-38'4 
1 Te June 11, 1956. | 
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Summer Recovery? 


The ‘‘traditional summer 
strength” in the stock market is 
not assured in any given year. 
In June the industrial average 
has had some net decline in 27 
out of the last 58 vears, which is 
little better than a 50-50 record. 
July-August performance has 
been much better. Nevertheless, 
July has been a down month in 
19 years, or nearly one year out 
of three, and the ratio of August 
declines has been only a little 
lower than that. A summer rise 
or rally can be shown for the 
great majority of past years by 
stacking the cards—by comparing 
the May close with the July or 
August high, whichever was 
highest; and this record could be 
made even more “bullish” by 
starting with June lows. The fact 
is that the trend in summer, or 
any other time, depends on busi- 
ness conditions and investment- 
speculative confidence, rather 
than on the unreliable “odds” in- 
dicated by average past perform- 
ance. At present, confidence has 
been shaken, and business activity 
is easing. There will be, as usual, 
some business pick-up in the 
autumn. Nobody can foresee how 
much it might be. No doubt there 
are many hung-uv bulls who are 
hoping for a summer market re- 
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covery on which to do some sell- 
ing. This could limit the scope of 
any upswing. Meanwhile, prob- 
ably both selling and buying will 
remain light. 


Appliances 


Household appliances of nearly 
all types, including TV sets, have 
joined automobiles, farm equip- 
ments and textiles in the list of 
ailing lines of business. Why? Be- 
cause of slow demand, over-pro- 
duction, excessive inventories and 
intensely sharp price competition. 
That is a combination unpleasant 
to contemplate. In one respect it 
is not temporary: productive 
capacity will remain more than 
ample relative to likely demand 
for the foreseeable future; and 
fierce competition has become the 





normal condition. The trend must 


be toward concentration of more 


of the business in the hands of 
large companies making virtually 
full lines of appliances for maxi- 
mum efficiency. Even so, it will be 
difficult to maintain satisfactory 
average profit margins. Certainly 
at present the appliance stocks 
are not attractive for investment 
or speculation. Holdings should be 
reduced or disposed of on rallies 
—and rallies are not likely to 
go far. 
Stock Groups 

At this writing, most stock 
groups are at least moderately 
above their recent reaction lows, 
with none showing impressive 
strength. Those currently showing 






































INCREASES SHOWN IN RECENT EARNINGS REPORTS 
1956 1955 
Cleveland Elec. Illuminating Quar. Mar. 31 $ .84 $ .66 
El Paso Natural Gas Quar. Mar. 31 1.35 72 
Kerr-McGee Oil Industries 9 mos. Mar. 31 1.58 51 
Pan American World Airways Quer. Mar. 31 36 10 
Caterpillar Tractor 4 mos. Apr. 30 1.77 1.15 
Int’l. Nickel Co. of Canada Quar. Mar. 31 1.79 1.38 
McGraw Electric Co. Quar. Mar. 31 1.50 1.05 
Smith (A. O.) Corp. 9 mos. Apr. 30 5.01 3.78 
International Paper Quar. Mar. 31 1.94 1.66 
Brown & Bigelow Quar. Apr. 30 47 31 
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better-than-average demand _in- 


clude air transport, aluminum, 
building materials, containers, 
finance companies, drugs, food 


brands, dairy products, machin- 
ery, liquor, soft drinks and 
tobacco. 


Support 


On the rally to date few stocks 
have been able to reach new 1956 
highs. They include American 
Home Products, Cleveland Elec- 
tric, Barber Oil, Montana Power, 
Fansteel, Newport Industries, 
Public Service of Colorado, Hilton 
Hotels, McGraw-Electric and 
Smith-Corona. The sizable num- 
ber of stocks now showing satis- 
factory support within close 
vicinity of their earlier highs in- 
cludes quite a few we have pre- 
viously commented on favorably 
here: such as American Broad- 
casting-Paramount, Beneficial Fi- 
nance, Hertz, American Encaustic 
Tiling, Florida Power, Merck, 
Pepsi-Cola, McGraw-Hill and Out- 
board Marine. 


Machinery 

Machinery stocks usually have 
been more volatile than the in- 
dustrial list as a whole, reflecting 
past wide cyclical swings in earn- 
ings. In the recent sell-off, how- 
ever, they reacted moderately less, 
on average, than the market. The 
reason is obvious. The boomiest 
part of what is left of the busi- 
ness boom is in capital goods. 
There is no sign yet of any slow- 
ing of the uptrend in outlays for 
new plant and equipment. Ma- 
chinery order backlogs are gen- 
erally at the highest levels in a 
long time; and the industry is 
among the minority expected to 
have sharp gains in 1956 earn- 
ings. In many instances they 
probably will top 1955 profits by 
something like 20% or more. A 
good increase in total dividend 
payments is also indicated. No 


capital goods boom runs forever ; 
but needs to improve facilities to 
hold down rising unit labor costs, 
and firm expansion programs in 
a number of fields, including utili- 
ties, steel, chemicals and road 
building, suggest a relatively high 
level of machinery demands in 
nearby years. Among the issues 
with above-average speculative 
merit are Babcock & Wilcox at 
38%, Blaw-Knox at 3510, Cater- 
pillar Tractor at 75, Chicago 
Pneumatic Tool at 581, Cincinnati 
Milling Machine at 47, Ex-Cell-O 
at 86, Ingersoll-Rand at 6214, 
Joy Manufacturing at 49, and 
National Acme at 6915. In this 
cyclical business there are a few 
excellent long-dividend records. 
For instance, payments have been 
continuous by Caterpillar Trac- 
tor since 1914, by Cincinnati Mill- 
ing Machine since 1923, by Inger- 
soll-Rand since 1910, and by Joy 
Manufacturing since 1929. How- 
ever, payments have varied con- 
siderably and were low in depres- 
sion years. 
Coal 

Bituminous coal was for many 
years a more or less sick indus- 
try, standing still or sagging 
while consumption of other fuels, 
especially natural gas, grew 
greatly. It is a radically different 
situation now. Coal is still the 
principal fuel in many uses, in- 
cluding electric power generation 
in large sections of the country 
and steel making. Coal supply is 
abundant, but output is not ex- 


cessive in relation to major 
growth of consuming markets. 
Although the threatened steel 


strike could temporarily hurt the 
industry, its longer-range outlook 
is good. Aside from growth of 
domestic demand, coal exports 
have become important as a re- 
sult of expansion in foreign busi- 
ness activity, and inadequate coal 
output in many countries. We are 
still somewhat allergic to coal 














Fairchild Engine & Airplane 
Twentieth Century-Fox Film 
Bendix Aviation 

Greyhound Corp. 
Canada Dry Ginger Ale 
General Precision Equipment 
RKO Theatres Corp. 
Chrysler Corp. 
Hazel-Atlas Glass Co. 
Republic Aviation Corp. 








DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1956 1955 

Quar. Mar. 31 $ .05 $ .38 
13 weeks Mar. 31 -17 54 
Quar. Mar. 31 91 1.53 
12 mos. Mar. 31 1.07 1.40 
6 mos. Mar. 31 47 58 
Quar. Mar. 31 -20 -90 
Quar. Mar. 31 WW -16 
Quar. Mar. 31 1.25 3.96 
. Quar. Mar. 31 19 .32 
Quar. Mar. 31 145 - 2.94 

————— LL 
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stocks as such. You can get indi- 
rect representation through Ches- 
apeake & Ohio Railway, a lead- 
ing hauler of coal. It may earn 
(barring a lengthy steel strike) 
close to $8 a share this year, a 
new peak, against 1955’s $7.25. 
Dividends have been continuous 
since 1922. They are now at $3.50, 
providing a yield of about 5.9% 
with the stock at 60; and a boost 
in the rate later this year is pos- 
sible. You can get indirect repre- 
sentation also via Joy Manufac- 
turing, heretofore cited at 49. 
This company is the biggest maker 
of coal mining machinery, al- 
though it also makes a variety 
of other machinery. Its profit this 
year may exceed $5 a share, a 
new peak, up from 1955’s $3.18. 
Dividends are on a widely cov- 
ered $1.60 basis, and should in 
time move higher. 
Possible 

Measured from earlier highs to 
recent lows, General Motors de- 
clined about 26°°, Ford nearly 
30°-, Chrysler nearly 41°:—all 
much in excess of the fall in the 
industrial list, with reasons obvi- 
ous and widely publicized. They 
foot up to a substantial shrink- 
age in 1956 earnings of GM, a 
somewhat larger one for Ford 
and an extremely wide comedown 
for Chrysler. However, every- 
thing—including lower earnings 
of sound companies—has its 
proper price. These stocks show 
tentative signs of better support. 
In six sessions of sharp market 
decline to the May 28 reaction 
low, extending the downswing of 
the industrial average by over 
5°, the additional sags in GM 
and Chrysler were considerably 
less than that of the average; 
and Ford’s further fall was about 
in line with the average. It is 
possible that GM has seen its low 
for the year, although its be- 
havior after publication of re- 
duced second quarter and third 
quarter earnings will provide 
more positive evidence one way 
or the other. The profit reports 
of Chrysler and Ford will present 
sterner tests for these two stocks. 
But they will not surprise in- 
formed investors. There has by 
now been extensive psychological 
adjustment, as well as market 
price adjustment, to the indus- 
try’s slump. Hope that public re- 
sponse to the 1957 models will 
change the picture will in no 
great time come into the market- 

(Please turn to page 436) 
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The Business Analyst 


WHAT'S AHEAD FOR BUSINESS? 


By E. K. A. 


Call it window-dressing or a cruel jest, but the demands set 
before the steel industry by the C. |. O. Steelworkers reflect the 
type of thinking that pervades a large segment of the trades- 
union movement, a philosophy that bodes ill for scores of 
other industries that have yet to undertake new contract talks 
with labor leaders. The outcome of the negotiations in steel is 
certain to set a pattern for 
the economy over-all. 

As expected, Dave Mc- 
Donald, leader of the 1,194,- 
000 members of his union, is 











BUSINESS ACTIVITY 


PER CAPITA BASIS 


M W S INDEX 
1935-39-100 demanding the so-called 
guaranteed annual wage, 
‘200 a union shop, premium 
a time for work done on 
20 - Two weekends (straight time now 
WEEKS is paid unless the employe 

4 AGO 


already has put in 40 hours 
during the week) and a sub- 
stantial wage increase. Not 
so well known were their 
demands for two more holi- 
days per year, free medical 
and sickness benefits, an in- 
crease in life-insurance ben- 
efits, three weeks’ vacation 
for five years’ service, in- 
centive plans for those not 
now covered and eight 
hours’ pay for reporting for 





work when there is none 
(against four hours’ pay 
now). 


The union has not at- 
tached any figure to the to- 
tal of its demands, other 
than to say loosely that 
these could be covered with 
“two or three dimes.” But 
industry sources say that 20 
cents or 30 cents would not 
begin to cover the costs em- 
bodied in the union “pack- 
age.” 

Sources close to the steel 
industry have estimated that 
the many proposals of the 
union add up to the kind of 
cost increase that would 
force the producers to raise 
prices more than $30 per 
ton. Of course, this is not 
going to happen, because 
the agreed terms certainly 
will fall far short of Mr. 
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McDonald’s_ de- 
mands. 
Just the same, 


all indications point 
to a far more costly 
settlement than last 
year, when the ne- 
gotiations were re- 
stricted to wage 
rates. In 1955, the 
United States Steel 
Corp. acceded to 
wage demands of 
the C. |. O. Steel- 
workers and raised 
its prices more than 
$7 a ton to set a 
pattern for the in- 
dustry. The wage 
boost amounted to 
15 cents hourly. 
Granting even half of the present demands of the union 
might lead to a sharp rise in steel prices, probably closer to 
$10 a ton than the $7.35 figure of last year. It could even 
be the largest rise since before World War Il, topping the $9 
per ton increase made in 1948. 

While there has been some broadening of the negotiations 
this year, involving conferences with the Big Three of the 
industry, the fact remains that whatever terms are finally 
agreed on will be virtually binding on small producers in the 
industry. And, of course, a substantial victory for the union 
in its many-sided demands will become a yardstick in subse- 
quent struggles by other labor groups negotiating with cop- 
per, rubber, coal, meat-packing and other industries. 

They will be aiming high to match the wage level of the 
steel industry. The American Iron and Steel Institute has put 
the rate of pay for steelworkers in April at an average $2.62 
per hour, the highest rate in the history of the steel industry. 

The danger here, and in a number of other industries, is 
that in a buyers’ market (few fields of endeavor still enjoy a 
sellers’ market) business will have serious trouble protecting 
earnings from the debilitation of soaring costs. Yet another 
danger, although it often is overlooked, is that the price spiral, 
arising out of mounting wage and material costs, will elimi- 
nate American producers from many foreign markets. 

Protracted strikes against several “name” companies in 
such industries as electrical equipment and aircraft point up 
the determination of labor unions to force their terms upon 
industry, without regard to the economics of the situation. 

The steel settlement this year should provide a key to the 
future for industry across the board. We shall soon know how 
much more expensive labor is to get—in straight pay, pre- 
miums and the innumerable fringe benefits. 

Meanwhile, the calendar, rather than economic processes, 
continues to dictate collective bargaining. 
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MONEY & CREDIT—The Federal Reserve System has been 
buying Treasury bills in the past few weeks, a move that has 


| been interpreted in some quarters as tangible evidence of 


an easing of credit policy. In the two weeks ending June 6, 
the Reserve Banks absorbed $312 million of short term Treas- 
urys, boosting the reserve position of the member banks to 
its best level in several months. Coming well before the big 
demand for funds associated with the June 15 tax date, the 
move was thought to express Central Bank inclination to 
loosen the credit reins to some extent, in an effort to counter- 
act signs of faltering business in some sectors of the economy. 
Other encouraging news for the money marts was the easing 
by the Federal Housing Administration of mortgage insurance 
terms on some single family homes and Senate Banking Com- 
mittee endorsement of more liberal provisions for home im- 
provement loans. 

Investors construed these various developments as clearly 
favorable for fixed-income obligations, which continued to 
improve in the two weeks ending June 11, although the pace 
of advance was more moderate than in May. Long-term 
Treasurys advanced ‘4-34 point in the period under review 
and tax exempts sported further plus signs, despite an 
abundance of new issues and a probable offering, later 
this month, of some $100-$125 million of Public Housing 
Authority bonds. Corporate obligations did not display the 
buoyancy of other sectors and the popular explanation of 
this backwardness has been the approaching offering of $250 
nillion in American Telephone & Telegraph debentures, 
cheduled for July 10. 

Fundamentally, of course, the level of bond prices is de- 
pendent on business developments. If current signs of con- 
traction in economic activity are followed by a full-fledged 
jownturn, we can expect easing of credit and higher bond 
prices as a concomitant development. 

The nation’s active money supply-consisting of currency 
»utside the banks plus demand deposits—rose by $1.3 bil- 
ion, on a seasonally adjusted basis in April. The gain from 
1 year ago came to $1.8 billion. Total demand deposits on 
April 25 amounted to $107.2 billion and currency reached 
$27.2 billion. The past year’s increase in the active money 
supply has amounted to less than 2%, indicating that the 
Federal Reserve has been able to prevent a big upsurge in 
the amount of money outstanding, despite the strong gains 
n borrowing and in business activity. 


°o 


TRADE—Consumers maintained their rate of spending during 
May and dollar volume of total retail sales rose 1% during 
the month, on a seasonally adjusted basis. The total was 
3% ahead of a year ago, according to the advance report 
of the Commerce Department. Dun & Bradstreet reports that 
early June retail trade was holding well. For the week end- 
ing Wednesday, June 6, it estimates that the total was run- 
ning about 5% ahead of a year ago. Household furnishings 
and major appliances were in demand. Auto sales held 
steady at levels well below a year ago. 
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INDUSTRY—Industrial output has strengthened somewhat in 
the past month, according to the MWS Business Activity Index 
which rose to 222.2 for the week ending June 2, from 220.4 
at the beginning of May. 

The National Association of Purchasing Agents notes how- 
ever that new orders received by manufacturers weakened 
during the month and that prices of industrial materials were 
leveling off. They note that the rate of inventory accumula- 
tion appears to be slowing down, although no diminution of 
inventories has yet occurred. 


° 


COMMODITIES—Spot prices of leading commodities con- 
tinued to weaken in the two weeks ending June 8, according 
to the Bureau of Labor Statistics’ index of 22 such com- 
modities, which declined 0.5% during the period, to close at 
88.7% of the 1947-1949 average. All major components of 
the index were lower in the two weeks, with the exception of 
textiles and fibers, which gained 0.1%. Biggest drop was in 
metals which gave up 2.7% while raw industrial materials 
lost 0.9%. Raw foodstuffs dropped 0.4%, livestock was down 
(Please turn to following page) 









Essential Statistics 























































































































Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* —s 
MILITARY EXPENDITURES—$b (e) Apr. 3.2 3.2 3.2 1.6 , 

Cumulative from mid-1940 | Apr. 624.4 621.2 584.1 13.8 (Continued from page 425) 
FEDERAL GROSS DEBT—$b June 5 276.5 2766 2774 55.2 1.8% and fats & oils were 1.9% lower. 
MONEY SUPPLY—$b _ : SO ys 

Demand Deposits—94 Centers May 30 55.5 55.4 56.0 26.1 INVENTORIES continued their steady 

Currency in Circulation | June 6 30.5 30.3 30.1 10.7 climb in April, rising by $600 million, at 
or PO = onalneoe : ~— | seasonally adjusted rates, to reach a new 

: high of $84.4 billion. The increase was 

tow Verh Cyto ~ 1 oie vot =e = concentrated in manufacturers’ stocks 
_ 2 Cter Cete-O______— os Se? es we 6 | with a $500 million gain, of which $300 
PERSONAL INCOME—$b (cd2) Apr. 317.1 315.2 2989 102 | million was among producers of durables. 

Salaries and Wages —se 219 218 205 99 Wholesale inventories were almost $100 

Proprietors’ Incomes Apr. 50 49 49 23 million higher while retail stocks were 

Interest and Dividends__________ | Apr. 29 29 26 10 virtually unchanged. In the latter cate- 

Transfer Payments Apr. 18 18 18 10 gory, a drop in inventories of durable 
(INCOME FROM AGRICULTURE) | Apr. 15 14 15 3 goods = mainly autos — was counterbal- 
POPULATION—m (e) (cb) Apr. 167.4 167.2 1646 133.8 | anced by higher stocks of nondurables. 

Non-Institutional, Age 14 & Over___| Apr. 118.4 118.3 117.1 101.8 * * * 

Civilian Labor Force Apr. 65.6 65.9 64.6 55.6 NET SAVINGS by individuals amount- 

Armed Forces____—_—______ | Apr. 2.9 29 3.1 16 ed to $8.0 billion in 1955, down from 
vnemployed__— sand teeth 24 ss 38 os | $11.3 billion the previous year, accord- | 
Enployod__ a nem “—s pate _ 518 | ing to estimates by the Securities & Ex- | 

In Agriculture— Apr. 6.4 5.7 6.2 8.0 | ae ai 

change Commission. Liquid savings were 

Hea-Ferm 7 eton ya ane pen higher during the period, aggregating 

cient erences | taneeenereneoeennenerecenpennennaccenn: | SPONTA MES SU ROS iy BEND, 

EMPLOYEES, Non-Farm—m (b) Apr 50.0 49.8 48.6 37.5 | Insurance and pension reserves rose by 

Government_____ | Apr 7.1 7.1 6.9 48 | $11.2 billion compared with last year’s 

Trade___ Se 10.8 10.8 10.5 79 | gain of $10.1 billion. However an un- 

ee - | Apr 13.1 13.2 12.8 11.7 | precedented $18.2 billion increase in in- 

Weekly Hours_ = | Apr. 40.2 40.4 40.3 40.4 | dividuals’ mortgage and consumer debts 

Hourly Wage ($) —_—— | Apr. 1.95 1.95 1.86 0.66 | resulted in a drop for net savings. 
Weekly Wage ($)—_________ | Apr. 78.39 78.78 74.96 21.33 | Last year’s addition to savings resulted 
PRICES—Wholesale (Ib2) | June 5 1142 1143 1103 66.9 in an increase in the financial assets of 
ah i 208.2 2077 42075 1162 individuals which stood at $434.2 billion 
COST OF LIVING (Ib2) Apr 149 «147,~=OaDSsi Cd ne Gas oF Be yor, wy mom Se08.t 
billion twelve months earlier. These 

ee Apr. 109.6 109.0 111.2 65.9 fi d include holdi 5 

igures do not include holdings of cor 

Clothing___ Apr. 104.8 104.8 103.1 59.5 ens . . 

aga ia ss ane ea rae porate securities, with an estimated 1955 
Ms spicccmr cama oe ee “____-*"__ | year-end value of some $320 billion. In- 
RETAIL TRADE—$b** | dividual liabilities advanced to $111.6 

Retail Store sales (cd)___________ | Apr. 15.5 15.7 15.3 47 billion at the end of last year from $93.4 

Durable Goods Apr. 5.3 5.5 5.5 1 | billion on December 31, 1954. 
Non-Durable Goods | Apr. 10.2 10.3 9.7 3.6 | . 7 . 

Dep’t Store Sales (mrb)___E_ Apr. 0.92 0.92 0.90 0.34 | 

Consumer Credit, Bnd Me. (rb). | Apr. 36.0 355 297 9.0 OUTLAYS FOR NEW PLANT AND 
Pi anes reall se scales sell a | ee . EQUIPMENT should continue to rise, at 
MANUFACTURERS’ least through the third quarter, accord- 

New Orders—$b (cd) Total**_____ | Apr. 27.5 26.9 26.1 146 ing to the latest business survey which 

Durable Goods | Ave. 13.7 13.3 12.9 7.1 was conducted in late April and in May. 

Non-Durable Goods | Apr. 13.7 13.6 13.2 7.5 At that time, businessmen indicated that 

Shipments—$b (cd)—Totals**______ | Apr. 27.3 27.1 26.0 8.3 third quarter capital spending would 

Durable Goods | Apr. 13.5 13.3 12.8 4.1 amount to $36.7 billi 
./ billion, at annual rates, 
Non-Durable Goods | Apr. 13.8 13.8 13.2 4.2 versus $34.8 billion in the current quarter 
BUSINESS INVENTORIES, End Mo.** and $32.8 billion in the first three months 
Total—$b (ed) Apr. 84.4 83.8 77.7 28.6 of the year. Outlays in the second quar- 
Manufacturers’ Apr. 47.9 47.4 43.3 16.4 ter of 1955 came to only $27.2 billion. 
Uthabacaliens! Apr. 12.6 12.6 11.7 4.1 While equipment prices and construction 

Retailers’ Apr. 23.8 23.8 22.8 8.1 costs have risen 7% and 4% respec- 

Dept. Store Stocks (mrb) Apr. 2.7 2.7 2.5 1.1 tively, since mid-1955, most of the rise 
BUSINESS ACTIVITY—1—pc June 2 2222 2215 2140 1418 in dollar amount of capital outlays since 
(M. W. S.)—1—np pe 286.4 285.4 2705 1465 then reflects a substantial increase in 
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Latest Previous Pre- 
LOOK Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago  Harbor* 
INDUSTRIAL PROD.-ie np (rb) | Apr. 142 141 136 93 physical volume of additions to produc- 
Mining | Apr. 130 130 119 87 | tive facilities. 
ower. Durable Goods Mfr. —___—— | Apr. 159 157 15) 88 In general, businessmen are holding to 
Non-Durable Goods Mfr.________|_ Apr. 128 128 126 89 | record-breaking 1956 programs reported 
teady || CARLOADINGS—t—Total June 2 719 «+788 714 ~~ 993 | in the previous survey, conducted in Feb- 
ange Mise. Freight | June 2 352 385 352 379 | ruary, although actual outlays in the first 
ote Mdse. L.C.L : ion 52 60 57 66 quarter and anticipated spending in the 
apron Grain in 2 46 51 44 43 second quarter are moderately lower 
poeres = —— . ; — a 2 aan than previously scheduled. These unreal- 
_— ELEC. POWER Output (Kw.H.) m June 210,598 10,927 537 26 ed eupendinees eow engeer to be 
re SOFT COAL, Prod. (st) m June 2 8.8 10.1 8.7 10.8 included in spending plans for later 
$100 Cumulative from Jan. 1 — | June 2 218.7 209.9 188.4 446 | this year. 
I Glee Bienes | Ape, 67.2 65.8 64.0 61.8 
were |i - — _ aa 
cate- | | PETROLEUM—(bbls.) m * * * 
rable Crude Output, Daily tm | Sem 9 7.0 7.1 6.6 4.1 
rbal- Gasoline Stocks —— | June | 185 184 169 86 Manufacturers received orders for 6,559 
bles. feel C8 Socks June 1 36 35 “4 94 NEW FREIGHT CARS in April, a sharp 
_ Nesting C8 Stete—________-. | June 1 7 72 64 55 advance from the 1,618 units ordered 
sunt. | | LUMBER, Prod.—(bd. ft.) m June 2 230 261 239 632 the previous month. Deliveries of new 
“ean Stocks, End Mo. (bd. ft.) b_____ | Mar. 8.5 8.7 9.1 79 cars amounted to 5,943, virtually un- 
ord- | || STEEL INGOT PROD. (st) m | age. 105 109 9.8 79 | Changed from March, which hed 
oh Rita tia tim 8 one aA 319 37.1 747 achieved the highest rate of deliveries 
vn : ; oe et oe ‘i sadeealaniiaisiaad since November, 1953. With new orders 
8 ENGINEERING CONSTRUCTION topping deliveries in the latest month, 
O54 AWARDS—$m (en) June 7 250 563 378 94 the order backlog rose to 137,436 cars 
oe i. Cumulative from Jon. 1____— | June 7 9,992 9,742 8245 5,692 on May 1, compared with 137,070 the 
ak MISCELLANEOUS previous month. The fact that the back- 
preg Paperboard, New Orders (st)t _ | fine 344 239 377 165 log rose less than the 616 car excess of 
ay we Cigarettes, Domestic Sales—b Feb 31 34 28 17 April new orders over deliveries, is ac- 
we Do., Cigars—m Feb. 505 453 438 543 counted for by cancellations of back 
Do., Manufactured Tobacco (ibs.)m | Feb. 15 16 15 28 orders. 
lted b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., se lly adjusted monthly totals at annual rate, before toxes. 
s of | cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted index 
li (1935-9—100). la—Seasonally adj. index (1947-9—100). Ib—Labor Bureau. Ib2—Labor Bureay (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long 
fon } tons. m—Millions. mpt—At mills, publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compense- 
0.1 tion for population growth. pe—Per capita basis. rb—Federal Reserve Board. rb3—Federal Reserve Bank of N. Y.—1941 data is for 274 centers. 
ese st—short tons. t—Thousands. *—1941; November, or week ended December 6. **—Seasonally adjusted. 
55 THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
In- | | 1956 1956 
1.6 No. of 1955-56 Range 1956 1956 | (Nov. 14, 1936 Cl.—100) High Low June 1 June 8 
3. | Issues (1925 Cl.—100) High Low June 1 June8 | 100 High Priced Stocks 239.7 180.6 224.5 222.0 
‘4 d 300 Combined Average 351.3 282.0 331.8 325.5 100 Low Priced Stocks 411.1 343.5 391.2 381.0 
4 Agricultural Implements 348.7 251.9 255.1 255.1 | 4 Gold Mining 882.7 649.1 734.4 734.4 
j 3 Air Cond. ('53 Cl.—100) 116.0 87.0 104.8 103.8 | 4 Investment Trusts 171.2 140.8 155.5 150.8 
ND | 9 Aircraft (‘27 Cl.—100) 1205.5 871.7 1112.5 1076.6 | 3 Liquor (‘27 Cl.—100) 1155.7 961.3 1005.1 974.7 
| 7 Airlines (‘27 Cl.—100) 1263.6 950.3 981.6 960.8 | 9 Machinery 447.5 317.7 428.2 412.8 
at 4 Aluminum (‘53 Cl.—100) 511.2 337.1 466.7 459.3 3 Mail Order 234.1 159.3 193.2 186.6 
rd- 6 Amusements 180.6 147.0 166.0 159.7 4 Mect Packing 170.7 112.8 161.3 155.9 
ich 9 Automobile Accessories 373.7 308.3 345.2 341.7 5 Metal Fabr. (‘53 Cl.—100) 213.2 155.9 196.4 190.7 
a | 6 Automobiles 55.8 44.3 48.1 47.1 10 Metals, Miscellaneous 469.2 358.2 426.2 413.3 
Y: 4 Baking (‘26 Cl.—100) 30.6 26.7 27.0 27.0 4 Paper 1301.8 767.1 1207.3 1207.3 
hat | 3 Business Machines 1072.9 657.4 1019.3 1010.3 22 Petroleum 858.5 590.0 796.1 782.3 
uld 6 Chemicals . 652.3 4666 5984 586.4 21 Public Utilities 261.5 2348 2514 251.4 
es 4 Coal Mining 23.5 14.8 22.1 21.0 7 Railroad Equipment 95.1 73.4 87.9 85.2 
t : 4 Communications 116.6 100.7 103.9 100.7 20 Railroads 82.0 64.7 744 72.9 
or 9 Construction pmnaaiiniiie 136.4 106.4 130.4 126.7 3 Soft Drinks 565.7 459.9 518.3 518.3 
ths 7 Containers 7 807.9 675.1 754.6 739.3 12 Steel & iron 336.9 219.2 296.3 293.2 
or- 7 Copper Mining 361.3 222.2 304.6 298.6 4 Sugor 68.8 56.1 61.3 60.1 
sn 2 Dairy Products : 127.0 111.7 111.7 114.1 2 Sulphur 964.0 758.4 813.2 758.4 
a 6 Department Stores 100.2 80.2 87.1 85.3 11 Television (‘27 Cl.—100) 47.3 37.1 37.5 37.1 
jon 5 Drugs-Eth. (‘53 Cl.—100) 198.3 129.6 187.8 182.5 5 Textiles 188.9 148.4 154.9 151.2 
2Cc- 6 Elec. Eqp. (‘53 Cl.—100) ... 209.9 151.3 195.3 191.6 3 Tires & Rubber 201.0 137.8 175.4 169.9 
ise 2 Finance Companies .............. 651.1 542.2 548.1 542.2L 5 Tobacco 96.7 81.9 92.0 91.0 
ce 6 Food Brands ............. we DOs 256.2 292.8 289.9 2 Variety Stores 315.0 278.5 278.5 278.5 
. Ff 137.7 159.2 157.6 15 Unclassif’d (‘49 Cl.—100) 158.3 141.9 156.8 153.8 
in 
L—New Low for 1955-1956. 
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Trend of Commodities 








Commodity futures were higher on a broad front in the 
two weeks ending June 12, and the Dow-Jones Com- 
modity Futures Index rose 3.80 points, in a swift rebound 
from the year’s low, reached late in May. The recovery pro- 
ceeded through the whole two week period with some ac- 
celeration of demand on June 8, when the President's illness 
became known. Buying on this basis was premised on the 
thought that improved Democratic chances were favorable for 
commodities. September wheat added 5 cents in the two 
weeks ending June 12, to close at 20914. The strength was 
surprising in view of widespread harvesting operations now 
under way, resulting in heavy marketings and hedging pres- 
sure. A bullish factor was a private crop report forecasting 
a somewhat lower winter wheat crop than the Government's 
May estimate. In the Southwest, harvesting has reached 







southern Kansas but farmers are reluctant to sell unless thewmaiiay 
can get at least the equivalent of the Government suppor} Th 
price. To the north, Canadian wheat growers have planteq@y/ Ay 
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the smallest acreage since 1943 and 9% under last yearlJ 
However, if yields equal the high returns of last year, the 4 ‘Ay 
a further addition to Canada’s heavy wheat surplus is to bay” ARM 
expected. September corn advanced 5% cents in the period \ 
under review to close at 152%. Dry, hot weather over thaZ% 
Midwest and parts of the South, where the feed grain igey 
grown, brought buyers into the market. Farmers put 22.0%/ 
million bushels of corn under price supports in the mont ¢ 
ending May 15, a smaller amount than the 24.8 million} 
bushels going into the loan a year ago. However, total im{j 
poundings for the season through May 15, at 388.0 milliog®/. 
bushels, are far ahead of last season’s 215.7 million. \ 





WHOLESALE COMMODITY PRICES 
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ALL COMMODITIES 120 
1947-49 — 100 J 
120 t ‘4 
110 L~— . ews 110 NON.FARM PRODUCTS 
? tal 
100 /f “a 
Wate! 100 a 
90 n¢ wa of 
Viz arn. ' ap 
80 90 be 
we a4 Be 
70 wottityy VY st 
— | 80 Tri ot 
60 . ; JFMAMJJASOND JFMAMJJASOND th 
1949 1950 1951 1952 1953 1954 1955 1956 1955 1956 co 
Ni 
U. S. DEPARTMENT OF LABOR INDEX OF 22 BASIC COMMODITIES ba 
Spot Market Prices — 1947-1949, equals 100 as 
Date 2 Wks. 3Mos. 1 Yr. Dec. 6 Date 2 Wks. 3Mos. 1 Yr. Dec. 6 
June 8 Ago Ago Ago 1941 June 8 Ago Ago Ago 194 ' 
22 Commodities 88.7 893 89.2 89.5 53.0 5 Metals 116.0 119.3 1263 1066 546 fil 
9 Foodstuffs 81.8 82.1 76.5 86.4 46.5 4 Textiles 79.2 79.1 81.1 83.8 56.3 fo 
12 Raw Industrials 93.7 945 99.1 91.6 58.3 4 Fats & Oils 66.9 68.2 659 658 55. m 
RAW MATERIALS SPOT INDEX COMMODITY FUTURES INDEX “ 
| = 
DEC. JAN. FEB. MAR. APR. MAY JUNE DEC. JAN. FEB. MAR. APR MAY JUNE | a 
170; Ye | ee ee T ie ey, ag 
pe 
a ee ae _ a in m 
al 
1160 }—--—+— ———_|- }—_——_+—_—_-—} tr 
| DOW-JONES of 
| | 160|—— ___ | COMMODITIES INDEX ‘ | . 
| MAGAZINE OF | | be 
| WALL STREET 
150 INDEX t de 
| be 
| | ¥ in 
Se ee ee See an ae in 
14 Raw Materials, 1923-25 Average equals 100 Average 1924-26 equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1956 1955 1953 1951 1945 1941 1938 1937 1956 1955 1953 1951 1945 1941 1938 1937 al 
High ... 169.8 164.7 162.2 215.4 117.7 88.9 57.7 866 High 156.2 173.6 1665 2145 958 743 658 93.8 E 
Low 163.1 153.6 147.9 1764 986 582 47.3 546 Low 149.8 150.7 153.8 1748 83.6 58.7 57.5 64.7 Y 
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While elements in Congress and the Administration 
take a dim view of the merger wave, consolidations 
continue in the news. Managements of Beech-Nut 
Packing Co. and Life Savers Corp. have “approved in 
principle” a merger. All that remains is for the boards 
of directors and stockholders of the companies to 
approve the plan. The consolidated company would 
be known as Beech-Nut Life Savers, Inc. Holders of 
Beech-Nut’s 1,531,334 outstanding common shares 
would receive for each of their shares 1.2 shares of 
the new company. Holders of Life Savers’ 1,375,038 
outstanding common shares would get for each of 
their shares a share of stock in the new firm. Neither 
company has a preferred issue outstanding. Beech- 
Nut produces chewing gum, coffee, peanut butter and 
baby foods. Life Savers produces a line of confections 
and cough tablets. 


International Business Machines Corporation has 
filed its answer, in the United States District Court 
for the Southern District of New York, to the $30 
million antitrust suit brought against it on December 
27, 1955, by Sperry Rand Corp. The IBM answer was 
a categorical denial of all charges of unlawful prac- 
tices. At the same time, IBM filed a counterclaim 
against Sperry Rand charging infringement of 35 
patents. The IBM counterclaim states that approxi- 
mately 15 Sperry Rand machines are involved in the 
alleged infringements, including models of the elec- 
tronic computer known as UNIVAC and a number 
of punched-card accounting machines. The counter- 
claim asks tnat alleged damages for the infringements 
be determined upon an acccounting and the damages 
be trebled because of the alleged willful, wanton and 
deliberate nature of the infringements. It asks for 
both temporary and permanent injunctions prevent- 
ing the manufacture, sale and lease of equipment 
involved in the alleged infringements. 


The Government has signed the first contract pro- 
viding Federal money to help a private company build 
and operate an atomic electricity plant. Atomic 
Energy Commission entered into an agreement with 
Yankee Atomic Electric Co., for its proposed plant at 
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Corporate Development 






Rowe, Mass. It provides fcr the AEC to pay the $5 
million needed for research and development on the 
project. Research and development costs beyond that 
figure will be paid for by the company. The company 
will pay an estimated $34.5 million to build the plant, 
including $18.5 million for the reactor and its equip- 
ment. The plant is to generate 134,000 kilowatts of 
electricity and is scheduled for completion in 1960. 
Westinghouse Electric Corp. is the development and 
design agent for the project. 


Competition from Japanese textiles, termed “‘cut- 
throat” by many domestic producers, is brought into 
focus by announcement from Spring Mills, Inc. that 
it has deferred a $10 million expansion program and 
cut back production to five days a week from six. The 
company blames Japanese imports. In South Carolina 
and Alabama legislation has been adopted aimed at 
discouraging sale of Japanese textiles. These laws, 
instigated by Dixie textile manufacturers, force mer- 
chants to post signs stating that they sell Japanese 
merchandise. 


U.S. & Foreign Securities Corp. will pay on June 29 
(to stockholders of record June 18) a dividend of 
$2.20. Of the total, $2 is from capital gains and the 
remaining 20 cents is from net ordinary income. The 
payment in March was 20 eents from net ordinary 
income. 


Solar Aircraft Corp. earnings for the fiscal year 
that ended April 30 declined to $1,253,000, equivalent 
to $1.82 a share from the $2,073,000, or $3.03 a share, 
in the 1955 year. Sales in the last year dwindled to 
$51,646,000 from $63,916,000 a year earlier. The 
decline in sales and earnings was due to “phasing out” 
of production of components of jet engines and lags 
in development and preparatory costs, which occurred 
in getting ready for “substantially increased” rate of 
production for the year now in progress. Backlog by 
April 30 had soared above $75 million to double the 
year-earlier figure. In addition, Solar received more 
than $7 million of new contracts last month—a record 
month for the company. 














The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject to the following conditions: 
1. Give all necessary facts, but brief. 

Confine your requests to three listed securities at reasonable 


intervals. 


addressed envelope. 


No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


2. 
3. No inquiry will be answered which does not enclose stamped, self- 
4. 
Ss. 


Special rates upon request for those requiring additional service. 





Ohio Oil Co. 


“Please report on Ohio Oil expansion 
program, particularly the foreign phase 
and what is the general outlook for the 
company this year?” 


C. D., Muskegon, Mich. 


Ohio Oil Co. is an integrated 
producer with exceptionally large 
oil and gas reserves. Crude pro- 
duction is more than double re- 
finery capacity, but the latter is 
being expanded. Earnings have 
shown stability and moderate 
growth in recent years. 

The most significant change in 
Ohio Oil policies during the past 
few years has been the decision 
to enter the foreign field in the 
search for new petroleum re- 
serves, according to the presi- 
dent. The company now holds an 
interest in concessions covering 
more than 173 million acres in 
Africa, 4,390,000 acres in Canada 
and has application pending for 
concessions in Venezeula and 
Guatemala. 

The mounting costs of discov- 
ering and developing new re- 
serves in the United States have 
been a factor in the growing em- 
phasis on foreign exploration. 
This does not mean that Ohio Oil 
officials intend to neglect explora- 
tion in the United States. On the 
contrary, they are confident that 
there remain billions of barrels 
of crude oil and trillions of cubic 
feet of natural gas yet to be dis- 
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covered within our borders, and 
Ohio Oil will continue its expand- 
ing exploration program in all 
domestic divisions. Annual ex- 
penditures in the search for and 
development of petroleum have 
doubled from about $24 million 
in 1950 to about $51 million in 
1955. During this same time, ex- 
penditures in foreign areas have 
grown from 3% to over 15% of 
these totals and should be sub- 
stantially higher in 1956. 

Any successful exploration 
abroad would subsequently re- 
quire large expenditures. This is 
one of the reasons why the com- 
pany has joined with associates 
in foreign ventures. Excepting 
Canada, most of the company’s 
foreign activity is carried on with 
two associates in the Conorada 
Petroleum Corp. which was or- 
ganized to lead in search abroad 
for prospects. 

Crude reserves were estimated 
at 665.5 million barrels as of Sep- 
tember 30, 1955, and natural gas 
reserves at 2.11 trillion cubic feet. 

Earnings last year rose to $3.14 
a share from $2.91 in 1954. 

For the three months to March 
31, 1955, net sales, etc., were 
$73,020,643, net income $11,771,- 
336, equal to 90 cents per share 
based on 13,126,753 shares out- 
standing, against first quarter 
1955 sales, etc., $65,790,050, net 
income $10,378,814, equal to $1.58 


based on 6,563,377 


per share, 
shares then outstanding. A fur- 


ther moderate increase in net 
earnings are estimated for the 
full year of 1956. Dividends cur- 
rently are at 40 cents quarterly. 

Company is making good prog- 
ress in Canada where it has had 
production since 1949; in Egypt 
where two exploratory routes are 
drilling and in Somalia, British 
Somaliland, Libya, Guatemala 
and Venezeula, where large areas 
are being studied through geo- 
logical and geophysical explora- 
tion. 

In domestic production opera- 
tions, where 50 wells currently 
are drilling, several areas are of 
particular interest. Ohio Oil now 
holds an interest in about 145,000 
acres off-shore in the Gulf of 
Mexico, in association with other 
companies. The company is ex- 
panding operations in domestic 
and foreign markets. 


Allied Stores 


“As a subscriber to your important 
magazine, I would appreciate receiving 
late data on Allied Stores.’ 

B. M., Lexington, Kentucky 


Allied Stores Corp., the nation’s 
largest department store group, 
operating 79 stores at the end of 
the 1955 fiscal year, of which 
four were in shopping locations 
and the remainder were down- 
town, reported highest sales in 
its history of $581,900,823, for 
the fiscal year ended January 31, 
1956. 

The sales total was 7% higher 
than Allied’s previous record 
sales year, 1954, when sales were 
$543,984,209. 

Net earnings for the 1955 fiscal 
year, were $29,172,103 before 
federal income taxes, and $13,- 
972,103 after taxes. This com- 
pares with 1954 totals of $27,- 
330,847 before federal income 
taxes, and $13,230,847 after 
taxes. Non-recurring expenses of 
approximately $1 million were in- 
curred during 1955 in connection 
with pre-opening expenses for 
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new stores and newly-established 
branches of existing stores. 

Earnings for 1955 were equiva- 
lent to $5.09 per share of common 
stock as compared with $5.50 per 
share in the previous year when 
there had been 395,300 fewer 
shares of common stock out- 
standing. 

Working capital at the close of 
the year was $149,457,661. This 
was $18,862,796 greater than at 
the beginning of the year, due 
primarily to the issuance of addi- 
tional shares of common stock 
during the year. The current 
asset ratio remains at 3.5 to 1. 
Equity per share of common 
stock increased to $54.70 at the 
close of the year from $52.84 at 
the year’s beginning. 

Earnings for the three months 
to April 30, 1956, were 48 cents 
per share based on average num- 
ber of shares outstanding during 
the period against 50 cents in the 
like period of the preceding year. 

The $3 annual dividend pro- 
vides an excellent yield. 

During 1955, Allied acquired 
Cain-Sloan Co. of Nashville, a 
leading store of the area with a 
long and most satisfactory profit 
record, and opened several other 
stores. A new Pomeroy Store was 
opened in Levittown, Pa. and 
branch stores will be opened by 
Stern Bros. in Great Neck, L. L., 
and Polasky’s in Canton, O. The 
large new Jordan Marsh store in 
Miami and a combined home-fur- 
nishing store and warehouse for 
Maas Bros. in Tampa, were com- 
pleted by the year-end but were 
not opened for business until 
February. Prospects over coming 
months appear favorable. —END 





The Helicopter: 





(Continued from page 417) 


travel is making major strides 
in Europe. 

At the conference in Italy last 
month of International Air 
Transport Association, manufac- 
turers revealed plans for bigger, 
faster and safer helicopters. In- 
terestingly enough, the conferees 
took up the subject of helicopter 
noise, a considerable handicap in 
operating over urban areas. 

The conference also took up the 
important differences between 
commercial buyers of whirlybirds 
and the manufacturers. Opera- 
tors of helicopter lines urged the 
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people who make them to con- 
struct roomier, longer-range com- 
mercial craft and held out the 
prospect of a burgeoning market. 
Manufacturers are hesitant about 
stepping up commercial produc- 
tion sharply, since helicopter 
travel is in its infancy. 

Helicopter travel has achieved 
sharp gains, although such enter- 
prises have been hampered by 
high seat-mile costs and limited 
schedules. At the moment, there 
are less than 400 commercial heli- 
copters operating in this country. 
Robert L. Cummings, Jr., Presi- 
dent of New York Airways, 
which hauls passengers around 
that city, believes there is a mar- 
ket in this country for 200 25-pas- 
senger helicopters for short-haul- 
service. 

These planes would cost some 
$500,000 each and would repre- 
sent about $100 million in initial 
new plane orders. In addition, 
there would be another $30 mil- 
lion for manufacturers in pro- 
ducing the attendant spare parts. 
The British are thinking in terms 
of larger helicopters. Thus, 
British European Airways is 
seeking a helicopter that would 
carry aS Many as 50 passengers 
for direct hops between London 
and Paris. 


Drive For Economies 


The best brains in this field, 
on the manufacturing and oper- 
ating side, are determined to 
bring down costs. New craft de- 
signs emphasize the change from 
piston jobs to turbine engines. 
The lighter turbines would make 
planes more economical to oper- 
ate and would allow the use of 
more engines on each helicopter. 
This would be an added safety 
feature. 

United Aircraft already has 
revealed plans to use turbines in 
a twin-motored 30-passenger heli- 
copter, but this is not expected 
to be available for commercial 
flights for at least another three 
years. 

New York Airways, which is 
subsidized by the Government, 
provides an example of the drive 
by operators to bring down the 
high cost of helicopter travel as 
compared with fixed-wing planes. 
This summer, its S-58, a product 
of the Sikorsky division of United 
Aircraft, will go into service. It 
is a 12-passenger plane. Until 
now five-passenger jobs have 
been used. 


New York Airways expects to 
operate the S-58 at about 50 cents 
a seat mile. This compares with 
80 cents for the present S-55. To 
make a profit and become free 
of subsidy, a direct operating 
cost of something like 10 cents 
a seat mile is necessary, accord- 
ing to this operator. It believes 
a helicopter with capacity for 20 
or 25 passengers with such oper- 
ating costs could be a reality 
within a few years. All that re- 
mains is for operators to convince 
manufacturers that there is a 
substantial market for these new 
big whirlybirds. Only larger, 
longer-range helicopters can be 
expected to get fares down 
around the level of conventional 
planes, which average on the 
order of 5.25 cents a mile. Seat- 
mile costs, of course, decline with 
distance. 

Yet another problem that heli- 
copter operators must overcome 
within the near future is the lack 
of heliports in the heart of 
metropolitan areas. Cities such 
as New York and Houston have 
been moving to meet the growing 
need of such facilities. Helicop- 
ters don’t need much space, of 
course, and prime facilities may 
be situated atop a garage, on a 
pier or a landing pad. 

A rooftop heliport is a feature 
of the South’s largest public 
garage, with capacity for 1,500 
cars, which has opened in Hous- 
ton. Helicopters also are expected 
to be operating in and out of the 
proposed heliport on New York’s 
Hudson River by late summer or 
early fall. To start with, the new 
terminal would be a stop for 
flights between La Guardia (New 
York) and Newark. Later, New 
York International Airport would 
be served from there and sstill 
later Bridgeport, Conn., would 
be added. 

The helicopter, because of its 
low speed, lacks the glamour that 
attaches to supersonic, rocket- 
driven aircraft. Nevertheless, it 
figures to have a major impact 
on modern society, aside from its 
military uses, now predominant. 
It may, to cite a point, lack the 
glamour of the faster conven- 
tional planes, but passengers 
could well be attracted by its 
safety features, such as_ the 
ability to put down almost any- 
where. 

The helicopter has a potential 
for peacetime services that now 
is being exploited on an ever-wid- 
ening scale. —END 
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At Newport News, C & O tracks run right out on the 
prers, saving time and money. (Left) A new addition will 
increase the loading capacity of the coal docks by 20%. 
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AILROAD GROW? 


One of a series telling what Chesapeake and Ohio 
is doing to make this a bigger, better railroad. 
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The easiest trade route from much of the 
American heartland to the far places of the 
world is through C & O’s Atlantic seaport at 
Newport News, Virginia. Located on Hamp- 
ton Roads, America’s second busiest harbor, 
Newport News is expanding its port facilities 
to better serve its growing world commerce. 

To handle the increasing imports of iron, 
chrome, manganese and other ores, Chesa- 
peake and Ohio’s new bulk cargo pier goes 
into operation in November. Costing more than 
$8 million, this new pier can handle with ease 
more than 8 million tons of imported ore a year. 


Nearing completion, a $3 million addition 
to C & O's great coal docks at Newport News 
will increase the coal loading capacity to more 
than 2% million tons per month. Over these 


a 


New bulk cargo pier, now under construction, will handle increasing imports of semi-precious ores. General export 





*On the Road to Mandalay” 


piers, Chesapeake and Ohio loads almost half 
of the coal which this nation exports to fuel 
the fires of Europe's booming industry. 


At the same time, C & O’s mammoth classi- 
fication yards are being expanded and re- 
arranged to handle a better balanced traffic 
flow as more and more of the cars that carry 
coal down to the sea return loaded with im- 
ported ores for America’s industry. 


These new export-import facilities are only 
a part of C & O's continuing program of de- 
velopment and modernization. Up and down 
its 5,100 mile system, improvements totaling 
$100 million are now in progress which, added 
to the half billion spent in the last ten years, 
makes this practically a new railroad. Chessie 


. : : ! 
is growing and going! 


~~ 


and import tonnage in 1955 was 70% ahead of previous year and is heading for a new record in 1956. 


Are you interested in any phase of import or export shipping? 
Write for free, illustrated booklet about C&O's port of Newport News, Va. Address: 


Chesapeake and Ohio 


Railway 


TERMINAL TOWER, CLEVELAND |, OHIO 












We CAessteé Route 








World in Transition 
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brought about a slight let-up in 
the inflationary pressure which is 
likely to benefit the export trade. 
Also of considerable importance is 
the discovery of oil in the north- 
ern Negev. At present there are 
three producing wells in the area 
supplying 3-4 per cent of the coun- 
try’s total oil needs. It is highly 
unlikely that the new oil field will 
ever make Israel a major oil ex- 
porter but it could yield enough 
oil to cover the bulk of the coun- 
try’s current needs which would 
save it at least $35 million annu- 
ally in foreign exchange. Most of 
the oil capital has been provided 
by American investors who have 
spent a total of $13 million on oil 
exploration since 1953. 

Despite these favorable develop- 
ments, the mainstay of the econ- 
omy still consists of donations and 
government payments from 
abroad. The largest is the German 
restitution payment which in 1955 
amounted to $108 million and will 
be of a similar scope this year. 
U. S. government subsidies and 
loans amounted to $53 million, 


donations brought in $68 million 
while the bond drive yielded a 
total of $46 million, mostly from 
the U.S. These payments which 
totalled $275 million made it pos- 
sible for Israel to sustain a $294 
million deficit on foreign trade 
and services last year. The dis- 
quieting factor is that two thirds 
of them are of a non-economic 
nature and Israel can therefore 
count on them for a limited period 
only. 


Argentina Starts a Currency Club 


After Brazil’s success with the 
5-nation “Hague Club”, Argen- 
tina has now formed a currency 
club of her own with nine Euro- 
pean nations. The basis of these 
“clubs”, as they have become to be 
known, are to put trade between 
countries on a multilateral basis 
by making money earned in one 
country freely usable for pur- 
chases in a number of other coun- 
tries. The system is the antithesis 
of the bilateral trading system, so 
widely adopted in Latin America, 
which ties a country’s purchases 
from another country directly to 
its sales to that country. This has 
often resulted in a perversion of 
normal trade channels or the ac- 


cumulation of arrears in one coun- 
try and unusable currency sur- 
pluses in the other. Argentina 
which in the post-war period be- 
came one of the world’s major bi- 
lateral trading countries has gone 


much further towards multilat- 
eralism in its new currency club 
than Brazil which started the 
trend. The Argentinian club in- 
cludes all major European nations 
with the exception of Germany 
which will join after a satisfac- 
tory settlement of Argentina’s 
$180 million German trade arrears 
has been worked out. The size of 
these arrears is a good illustra- 
tion of the drawback of bilateral- 
ism. Even Germany which in the 
thirties under Hjalmar Schacht 
had made bilateralism the basis 
of its foreign trade policy, now is 
no longer desirous of accumula- 
ting large reserves of overvalued 
Latin American currency for the 
privilege of having an assured 
export market. 

Argentina’s trade debts with 
her nine partners in the currency 
pool amount to $520 million. They 
will be paid off over a period of 
ten years with interest rates aver- 
aging 3.5 per cent. The debt pay- 
ments, like the current purchases, 
can be made in any of the nine 








MICHIGAN CONSOLIDATED GAS COMPANY 


AMERICAN NATURAL GAS COMPANY 


A NEW JERSEY CORPORATION 


MICHIGAN WISCONSIN PIPE LINE COMPANY 
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AN INTEGRATED NATURAL GAS TRANSMISSION AND DISTRIBUTION 
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countries’ currencies. 

While the new agreement is cer- 
tainly preferable to Col. Peron’s 
crude bilateralism, the United 
States is not likely to benefit from 
it. With Argentina being able to 
make purchases in any of nine 
highly industrialized countries 
without exchange difficulties as 
long as she can sell her goods to 
any one of them in sufficient quan- 
tities, the U.S. is bound to become 
less attractive as a source for 
Argentinian imports. In a way, 
the new Latin-European currency 
clubs are really an extension of 
the European Payments Union 
which facilitates international 
trade among the soft-currency 
countries but discriminates 
against the U.S. dollar. Argen- 
tina’s foreign trade is already 
over 50 per cent with Europe. The 
new arrangement is likely to in- 
crease this share at the expense 
of the dollar area. —END 





Appraising The Natural Gas 
Industry — Its Progress 
— Its Problems 
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to “muddle along’. The only real 
upset would come if the FPC sud- 
denly decided to harden its rate- 
making policy and re-adopt the 
earlier cost of production and 
cost of capital policies. If a Demo- 
cratic regime should be elected, 
there might be some danger of 
this. 

Meanwhile, the gas industry 
has not been doing too badly. In 
the 12 months ended January 
(the latest figure released by the 
FPC) 36 natural gas pipeline 
companies reported a gain in 
sales to ultimate consumers of 7%, 
a revenue increase of 19% anda 
gain in net income of 34%. For 
the month of January correspond- 
ing gains were 13%, 15% and 
28%. The industry was also fa- 
vored by colder weather in the 
spring months. Thus, despite the 
industry’s worries and disappoint- 
ments at Washington, it has been 
doing very well recently in both 
operations and earnings. 

The American Gas Association 
is energetically promoting new 
sales campaigns and industry re- 
search. Residences already con- 
tain some 90 million appliances 
representing an investment of 
over $16 billion. Gas is now be- 
ginning to compete with electri- 
city for control of the vast po- 
tential air-conditioning market. 
1956 
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portfolio... 


business with us, or don’t. 





No charge, no obligation... 


When it comes to investing, te this business of stocks and 
bonds, any help we can give you is yours for the asking. 
Whether you want current facts about any particular 
stock before buying or selling... 
Whether you'd like us to draw up the best investment 
program we can for your funds and objectives... 
Whether you'd like our Research Department to mail 


you a thoroughly objective analysis of your complete 


There's no charge. no obligation. And that’s true 


whether you're a customer or not, whether you ever do 


For the help you'd like, just address a lette: to — 


Wacrer A. Scuoit, Department SF-40 


Merril! Lynch, Pierce, Fenner & Beane 


70 Pine Street. New York 5, N. Y. 


Offices in 107 Cities 








Prototypes of some 150 gas air- 
conditioning units are being test- 
ed. These include a gas heat pump, 
improved absorption-type equip- 
ment, and a gas air-conditioning 
system powered by a gas engine. 
The industry is going after this 
market intensively not alone for 
the air cooling and humidifying 
load, but to keep the electric util- 
ities from encroaching on gas 
heating by the use of the electric 
heat pump—which is now “catch- 
ing on” rapidly in some areas of 
the South. 

The art of investing in gas 
stocks is not quite as simple as 
that of buying electric utilities. 
There are four types of gas com- 
panies — non-utility producers, 
pipe-lines, integrated or combina- 
tion utilities, and gas retailers 
(which buy from pipelines for re- 
tailing only). Among the retail- 
ers there are a number of old-line 
investment issues with long divi- 
dend records. Providence Gas on 
the American Exchange has an 
unbroken dividend record of 108 
years while on the Big Board, 
Washington Gas Light’s record 
covers 104 years and Cincinnati 
G. & E. is close behind with 103 
years. Consolidated Edison and 


United Gas Improvement are tied 
at 71 years, while there are a 
large number of other companies 
whose dividend records range 
from 30 to 54 years. 

Good yields are obtainable—for 
example, Brooklyn Union Gas has 
growing earnings and a yield of 
5.4%. Among the integrated sys- 
tems Columbia Gas is outstanding 
with its yield of 5.8%. The com- 
pany is the largest in the industry, 
with revenues of over $300 mil- 
lion a year. Among the newer 
pipeline companies the stock of 
Tennessee Gas Transmission, with 
$200 million annual revenues and 
a very ambitious expansion plan, 
is available on a 5% yield basis. 

The industry’s troubles have 
worked out somewhat to the ad- 
vantage of investors. The prices 
of gas stocks are at about the 
same level as a year ago, the group 
not having participated much in 
the upswing of the market. Since 
they did not share in some of the 
earlier market price gains they 
are now showing greater resist- 
ance to market breaks, and many 
of them seem entitled to the “de- 
fensive” label sought by investors 
interested in obtaining satisfac- 
tory income return. END 
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| Coming—another million 


tons of Armco Steel 
...and here's how you will benefit 





To help make sure there’s plenty of steel for products you buy 
or sell, Armco is adding a million tons of steel-making capacity 
in the next 12 months. Still more is planned for the years ahead. 


These even greater quantities of Armco Steels will serve you 


in many ways. For example, in greater security for America. 
Armco Special Steels will continue to stand guard along the 


nation’s first line of defense—in supersonic aircraft, radar 


warning systems, rockets, missiles and scores of other uses. 


Armco Special Steels will be serving business. too—by giv- 


ing longer life and higher quality to countless manufactured 


products. 


And these special steels will add beauty and lasting 


value to appliances and fittings for your home. 


Armco Research has developed many of the special steels 


that make new and ever better products possible. This constant 


search 


and the expanding markets for our steels that result 


from it—has been a major factor in Armco’s steady growth. 


ARMCO STEEL CORPORATION 


PRMCO 
V/s 


MIDDLETOWN, OHIO 
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(Continued from page 423 
price equation; and proof that it 
is well founded or not will not 
be available until at least several 
months after the cars have been 
introduced, which is to say in the 
final weeks of this year or the 
forepart of 1957. We do not say 
that these stocks are yet a buy, 
although GM should get good sup- 
port on relatively small dips. We 
do say that selling from here on 
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cannot be as smart—if smart at 
all—as was the selling at earlier 
and much higher levels. 


The Record 


Auto stocks move ahead of the 
news. In 1954 Chrysler, by re- 
maining too conservative in its 
car styling, suffered a severe de- 
terioration in its share on the 
market and in earnings, On year- 
to-year comparison the latter 
were down around 77%-78% in 
both the first and second quarters, 
there was a sizable deficit in the 


THE 


third quarter, and the fourth- 
quarter rebound left full-year net 
at only $2.13 a share, against 
1953’s $8.59. However, the stock 
made its low at 5614, early in the 
year, before the first quarter fig- 
ures were released. On a subse- 
quent test in August it held 
around 59; and on another in 
November after publication of 
third quarter loss of $1.39 a share, 
it held around 60. The subsequent 
rise was to 10114. Recently back 
to 60, the stock may be feeling 
for a bottom. But there is one 
qualification. Chrysler cannot 
stand up under both a general 
auto recession and another ad- 
verse shift of any importance in 
trade position. The latter will 
bear watching. Present indica- 
tions are that GM’s share of the 
1956 market may be at least mod- 
erately larger than last year’s, at 
expense to Chrysler and Ford. 


Drugs 


A record year is assured for 
sales and earnings of the drug 
industry. Profits of many compa- 
nies will be sharply higher. Prog- 
ress appears to be solidly founded, 
longer-range prospects promis- 
ing. Broader diversification is the 
general rule. Few companies are 
now too greatly dependent on one 
or two new “wonder drugs”, 
which might be subject to later 
price skids as the then new anti- 
biotics proved to be a few years 
ago. Drug stocks with above-aver- 


age potentials include Merck; 
American Home Products, Nor- 
wich Pharmacal, Sterling Drug 


(for income accounts), and Pfizer. 
The latter stock, now at 41 in a 
1955-1956 range of 50-3612, has 
done little for some time, is 
among the more reasonably priced 
issues and should be able to do 
some catching up with the group. 
The company’s 1956 earnings may 
reach something like $3.50 a share 
or more, against 1955’s $2.94, the 
latter virtually unchanged from 
record 1954 results. On this esti- 
mate, the issue is priced at less 
than 12 times earnings, a fairly 
low ratio for a leading ethical 
drug maker. The regular divi- 
dend is $1.40, and the year-end 
extra probably will at least equal 
last December’s 45 cents, making 
a total of not less than $1.85. On 
this basis, the yield is about 4.5% 
or well above the average for 
ethical drug equities. At its 1955 
high, on $1.55 in dividends, it sold 
(Please turn to page 438) 
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At this writing, the 15 stocks which the Forecast 
js carrying show over 500 points appreciation from 
pur original buying prices. 

[They include a number of issues which have 
pdvanced 100°, 200% and more since we recom- 
mended them — stocks such as Boeing, General 
Dynamics, Sperry Rand, International Telephone, 
Southern Railway. These recommendations clearly 
demonstrate our ability to select issues that are 
logical candidates for stock splits, well conceived 
mergers — where dividends are likely to be in- 


=_— or augmented by extras in cash or stock. 


Our Subscribers Hold Cash Reserves 
Ready for New Opportunities 


For some time, we have postponed all buying of 
new security selections, because we believed the 
market had become too vulnerable for subscribers 
to expand their positions. 

Now the secondary decline in stock prices is 
bringing some specially favored issues to a new 
buying level. In our coming Forecast Bulletins we 
will give the buying signal when promising stocks 
are truly undervalued in light of 1956-57 prospects. 
And ...over the months ahead as further excep- 
tional opportunities emerge at bargain prices — 
we will round out our investor position in ou 


3 supervised investment programs, including: 


OVER 500 POINTS PROFIT ON THE 
15 STOCKS IN OUR OPEN POSITION 





e High-grade securities stressing safety, as- 


sured income-sou nd enhancement 


¢ Dynamic Stocks for Substantial Profits 


with Higher Dividend Potentials 


¢ Strong Low-Price Situations for Large- 


Percentage, Longer-Term Gains 


Each week, too, you will receive our Bulletin, keep- 
ing you a step ahead of the public, on the outlook 
for the securities market — the action of the 46 
major stock groups . . . prospects for business — 
latest Washington news . . . as well as current trend 
signals given by the Dow Theory — and by our 


famous Supply-Demand Barometer. 


ENROLL NOW — GET OUR LATEST ADVICES 


— our counsel on your present holdings. 


Send your subscription today, so you will receive 
our prompt buying advices as special dividend 
payers with unusual growth potentials reach un- 
dervalued levels. 

With your order, enclose a list of your present 
security holdings (12 at a time). Our staff will 
analyze them promptly and counsel you which to 
retain — which to sell to release funds to buy our 


coming recommendations. 








Mal Coupon * 





SPECIAL OFFER—Includes one month extra FREE SERVICE 


a eee 





Joday 
Special Offer 


I enclose [) 


MONTHS’ 


THE INVESTMENT AND BUSINESS FORECAST 

of The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 

$75 for 6 months’ subscription: [ 
Service to start at once but date as officially beginning 
one month from the day you receive my payment. 


$125 for a year’s subscription 


SPECIAL MAIL SERVICE ON BULLETINS 











SERVICE $75 Air Mai t } $1 hod months [ $2.00 ] Telegraph me collect in anticipation of 
one year in lt S. and Canada important market turning points . 
Special Delivery: { 5.2 six months When to buy and when to sell when 
i ] MONTHS’ $125 Cj} $10.40 one year o expand or contract my position 
SERVICE Name 
. , , Address 
Complete service will start at Cit 
. ' 
once but date as officially be- y 
ginning one month from the day State 
your check is received. Sub- Your subscription shall not be assigned at List up to 12 of your securities for our 
scriptions to The Forecast are any time without your consent initial analytical and advisory report. 
deductible for tax purposes. « x 
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Dividend No. 48 


Interlake Iron Corporation has 
declared a dividend of 35 cents per 
share on its common 
stock payable June 
30, 1956, to stock- 
holders of record at the 
close of business June 


15, 1956. 


Vas 


Exec. Vice -& Treas. 


Interlake Irn 


Blast Furnace Plants in Chicago, Duluth, Erie and Tolede 




















NATURAL GAS 
COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 


DIVIDEND No. 34 


! 
| CONSOLIDATED 
| 

} 

| 


Tux BOARD OF DIRECTORS 
has this day declared a regu- 
lar quarterly cash dividend of 
Forty-Two and One-Half Cents 
(42142¢) per share on the capi- 
tal stock of the Company, pay- 
able on August 15, 1956 to 
stockholders of record at the 
close of business July 16, 1956. 


R. E. PALMER, Secretary 
June 14, 1956 

















THE COLUMBIA 
| GAS SYSTEM, INC. 
The Board of Directors has declared this 


day the following regular quarterly 
dividend: 





Common Stock 
No. 88, 22¥2.¢ per share 
payable on August 15, 1956, to holders ot 
record at close of business July 20, 1956. 


H. Epwi~ Orson 
Vice-President and Secretary 
June 7, 1956 

















THE ELECTRIC STORAGE BATTERY 


COMPANY 





’ 
Exide 
ATTER! 
pe QUARTERLY 
geakt | DIVIDEND 
: NO. 223 
T esol 
ies 
gf cS. ine 
sists 50 cents per share 
Payable June 30, 1956 
ELECTRIC PRODUCTS Record Date June 15,1956 
| E.J. DWYER, Secretary 
C , and Vice President 
ba Mode 
June 6, 1956 
BATTERIES 
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on a yield basis of 3.1%. At its 
1951 high, with dividends 98 cents 
and the market enthusing over 
the antibiotic “wonder drugs”, it 
yielded only 2.1%. The stock is a 
sound, even though not spectacu- 
lar, buy. 


A market downswing has one 
bright side, Conservative inves- 
tors can now find an ample num- 
ber of good-grade, secure-divi- 
dend income stocks at yields 
around 5% or more. A few ex- 
amples are Corn Products. Du- 
quesne Light, Melville Shoe, Na- 
tional Biscuit, Northern Natural 
Gas, Pacific Lighting, Quaker 
Oats, Union Tank Car and 
Wrigley. And one can get 6%— 
without undue risk, in our opinion 
—in Reynolds Tobacco “B”. 





Stocks Resisting Market 
Decline 





(Continued from page 419) 


drug field with the introduction 
of a number of new products, in- 
cluding “Equanil’, a drug that 
promotes equanimity, “Periclor”, 
a new, safer preparation for hyp- 
nosis and sedation, and “Sparine”, 
designed to treat hard-to-handle 
patients in mental hospitals. 
Earnings stability and strong 
finances afford broad protection 
for dividends indicated at a $4 
annual rate, which is being dis- 
tributed 30 cents monthly, plus 
extras from time to time. This is 
a high quality issue that contin- 
ues to be worth holding for pos- 
sible higher dividends and its 
long-range potentials through 
further growth. 


Caterpillar Tractor Co. With 
the opening of its new and ultra- 
modern Decatur plant, Caterpillar 
marked the completion of what 
may be termed the first phase of 
a postwar expansion and decen- 
tralization program involving 
capital expenditures of $200 mil- 
lion which, according to current 
plans, will be followed by another 
four-year program, costing ap- 
proximately $190 million, along 
similar lines, It also proposes to 
put plants in South America and 
Great Britain in order to more 
efficiently supply and service its 
varied equipment which now 
command world-wide markets. 





The company which in 1955 founf____ 
demand outstripping producti 
entered the current year with T 
four-month order backlog and | 
understood to have refused 
accept new business further ahe : 
than four months. Reflecting thy (C¢ 
situation 1956 first quarter sal 
increased to $158.6 million whic 
was $39.8 million over sales 
$118.8 million in the like quart 
of 1955. Net income for the thr 
months to last March 31, reach gress 
$11 million, this being equal prima 
$1.29 a share, compared with 19 Ike ha 
first quarter net of $7 million, Hi}. 
82 cents a share. Both per shamy.vo ¢ 
earnings figures have been adjuste, 14 in 
to the 2-for-1 split early last yeaq), jve k 
In view of indicated earnings f4,... non 
1956, a further increase in divi) rs ph, 
dends, raised to $1.80 this yealtpoy Ff, 
from $1.60, is possible. While cunine pig 
rent price of the stock appears t}There 
be discounting 1956 earning}; Go 
prospect, Caterpillar’s outlook fol¢irm ; 
growth over the longer-terqy, out 
makes the issue a worthwhilown p, 
holding for those investors willing.tay 0) 
to exercise »atience in anticipq The 
tion of potentially greater valu) ok ¢, 
for the shares. more | 


servat 





lines a 
observ 
ing t 
Presid 
and a 








El Paso Natural Gas Co. Re 
erence to E] Paso Natural Gas ifthe p 
contained in our feature articl}ysine 
on the natural gas industry, b 
ginning on page 412 of this i 
sue, and more particularly in ouf;jties » 
comments on individual compa}ce] ou: 
nies identified with the industry)ctates 
appearing on page 413. i 


General Telephone Corp. Total naign 
operating revenues for the foulhas h. 
months ended last April 30, inj years 
creased to $74.7 million and ne}itjon of 
income of $11.4 million was equalises sy 
to 96 cents a share, after allowing Neit 
for preferred dividends, on aver}jssue t 
age number of common sharejthe st 
outstanding. As of April 30, oa basis | 
year, General had approximately Prosp¢ 
2,635,000 telephones in service, ofa fact, 
which all but about 25,000 wer 
in the U. S., the balance being ir 
Canada and the Dominican Repub A 
lic. Over the next five years, ac; 
cording to current plans, Genera 
expects to spend something lik (Ce 
$500 million on new facilities 
Part of this program includes dof a } 
new telephone equipment manu; on tin, 
facturing plant in the Chicag¢this p 
area, construction of which wag increa 
started several months ago Stee 
Growth prospects warrant reten; Makin 


tion of this medium-grade issue|8 °T 9 
ithe $4 
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g and On Major Issues 
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er ahe : 

ting th (Continued from page 405) 

er sal lines and could bring what many 
n whic 


observers in both parties are com- 
ing to expect: A Republican 
President in the White House, 
and a Democratie-controlled Con- 
gress, both Houses. In the few 
primaries which invite analysis, 
Ike has run away with the vote 
while Congressmen of his party 
have trailed him badly, statewide 
and in districts. The farm states 
“Shave kept Ike well ahead, but his 
‘jre-nominated GOP House mem- 
- tbers have trailed to the point that 
US Yeathey frankly fear November and 
ule cutthe big vote that could oust them. 
ears There was little encouragement 
arnin3it, GOP Congressmen from the 
look ff1rm areas this year; there was 
er-terng outpouring of votes from their 
thwhil own party to tell them, in effect: 
willin stay on the job in Washington! 
nticlip4 The farmers over the long haul 
r valufjjok to the Republican Party as 
more compatible with their con- 
: servative viewpoint, just as or- 
0. Reffoanized labor places its bets on 
Gas the Democrats. The GOP has 
articlusiness and industry and the 
ry, P@newspapers among its support- 
this i$ers; the Democrats have the big 
IN OURcities whose enormous votes can- 
compa ce] out all the rest cast in some 
dustry states regarded as rural. These 
are big guns in the arsenals of 
the two parties before the cam- 
. Tota paign wars begin. Nothing that 
e fou has happened in the past four 
30, iNvears (with the possible excep- 
nd neltion of the farm problem) prom- 
5 equaises substantial change here. 
lowing Neither party has conjured an 
1 averissue that is clear to “the man in 
sharejthe street.” He must vote on the 
0, thigbasis of his reaction to “Peace, 
mately Prosperity, and Progress.” Is it 
rice, ofa fact, or is it a slogan? 

) werd 




















ing in : 
Zepub} A Fresh Re-Appraisal 
rs, ac; of American Can 
enera 

g lik 


ities (Continued from page 421) 
ides 4of a price increase is instituted 
manu; on tinplate next October, and how 
hicagd this price rise compares with the 
h wasincrease on other steel products. 
ago, Steel producers have been 
ain! making a profit ranging around 
issue| 8 Or 9 percent on sales. Thus, on 
ithe $400 million of steel bought 
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by Canco annually the net profit 
to steel producers has been aver- 
aging around $32 to $36 million 
annually, assuming that the net 
on its sales to the can industry 
runs in line with that for other 
products. Part of this profit will 
now be available to Canco. If 
Canco can cut its steel costs 20 
to 25 per cent, by buying coiled 
sheets and eliminating tin, thus 
reducing the cost of its raw mate- 
rial, it will further ease the cost 
squeeze that has been limiting its 
profits. 

Last year, Canco’s gain in net 
profit was over 17 per cent, as 
against a gain of only 9.6 per 
cent in sales. In the first quarter 
of this year, however, sales and 
earnings set records. Net profit 
rose less than 10 per cent, against 
a gain of 13.6 per cent in sales, 
compared with the first quarter 
of 1955. 


Easing the Cost Squeeze 


To ease the cost squeeze, Canco 
is investing much more heavily in 
new facilities than it had planned 
to do at the beginning of this year. 
In 1955, Canco invested $27.8 
million in new plants, as against 
$36.8 million in 1954. The latter 
figure was approximately equal to 
the average annual expenditure 
for the preceding five years. Go- 
ing into 1956, management pro- 
jected new investments of only 
about $20 million. But then it took 
a long look at the steel wage- 
price outlook. As a result, it is 
likely that Canco’s new invest- 
ments this year will be substan- 
tially above the 1955 total. 

Included in this new program 
is $27 million, which will be in- 
vested over the next two years in 
facilities from processing steel. 
Among the biggest units sharing 
in the Canco investment program 
are a $7 million processing plant 
in Chicago, and a similar $5 mil- 
lion plant at Hillside, N. J. In 
addition, new facilities will be in- 
stalled in half a dozen cities. 

The new investment program 
will be financed out of retained 
earnings, depreciation charges 
and working capital. The com- 
pany expects working capital to 
improve over the period of the 
program. No new financing will 
be involved. 

Already, 15 per cent of Canco’s 
output of 1.5 billion cans a month 
is tinless cans. These cans are 
made out of chemically treated 
black plate. 





MOUNTAIN- 
MOVING 





There's a simple inside explana- 
tion of the immediate leadership 
won by MICHIGAN Tractor Shovels 
Clark Power Trains that 
transmit engine torque to the 


—their 


wheels. 


These machines do more—do it 
faster, handle more easily, last 


longer, operate at low cost. 


Result: mountains move—further 
proof that it's good business to do 





business with 


CLARK 


EQUIPMENT 


CLARK EQUIPMENT COMPANY 
BUCHANAN, MICHIGAN 
Other Plants: Bottle Creek, Jackson, Benton Harbor 





AREA RESOURCES BOOK 


1, explains why the 
} oreo we serve 
offers so much 
opportunity 
to industry 


















Write for 
FREE 
COPY 

Box 899, 

Dept. $, 

Salt Lake 

City 10, 

Utah 


UTAH POWER 
& LIGHT CO. 





Serving in Utah - Idaho 
Colorado - Wyoming 


SAVINGS 
y? ASSOCIATIONS 


Div'ds Ist if Rec'd 

Assoc. 3lst of July 
HIGHEST INS. ASSOC.— 
ALL MUTUAL FUNDS 
Mail ad at once for Report N Gift pens to 
clients. Offer will not be repeated. 
INVESTORSERVICE © 11 W. 42 St., NW. Y. 36 ¢ LA 4-7665 
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Southern California 
Edison € sompany 


DIVIDENDS 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


COMMON STOCK 
Dividend No. 186 
60 cents per share. 


PREFERENCE STOCK, 

4.489 CONVERTIBLE SERIES 
Dividend No. 37 

28 cents per shore. 


PREFERENCE STOCK, 

4.56% CONVERTIBLE SERIES 
Dividend No. 33 

28/2 cents per share. 


The above dividends are pay- 
able July 31, 1956, to stock- 
holders of record July 5, 
Checks will be mailed from 
the Company's office in Los 
Angeles, July 31. 


P, C. HALE, Treasurer 




















COLUMBIA PICTURES 


CORPORATION 
RY The Board of Directors at 
SS a meeting held today de 

clared its regular quarterly 








cash dividend of thirty (30¢) 
cents per share on the Com- 
mon Stock presently out- 
standing and Voting Trust 
Certificates for common 
stock, payable July 30, 1956 
to stockholders of record 
a June 29, 1956. 

The Board also declared a 2'4% stock 


dividend on its outstanding Common 
Stock and Voting Trust Certificates for 
common stock, payable in Common 
Stock July 30, 1956 to stockholders of 
record June 29, 1956 


4. SCHNEIDER, 
Vice-Pres. and Treas. 


New York, June 14, 1956 














T al ~ 
WARD INDUSTRIES 
CORPORATION 
DIVIDEND NOTICE 
The Board of Directors has declared a dividend 
of twenty-five cents (25¢) per share on the com- 
mon stock of the Corporation, payable July 11, 
1956 to stockholders of record at the close of 
business on June 25, 1956. 
R. L. HANSEN, Secretary 











In the event of a new national 
emergency, Canco could convert 
to tinless containers for about 
70 per cent of its output. In the 
past, wars have had a profoundly 
adverse effect on tin can pro- 
ducers. The production of tin is 
predominantly in the politically 
sensitive area of Southeast Asia 
and Indonesia as well as in 
Bolivia. When wars have broken 
out, prices of tin have shot sky- 
high. In addition, new sources of 
tin are few and older sources are 
beginning to run low. Hence 
Canco’s move away from the use 
of tin is one which could con- 
tribute to much greater stability 
of earnings in the future, than in 
the past. 

In addition to its activities in 
metal cans, Canco is an important 
factor in fibre and composite con- 
tainers, which account for ap- 
proximately 11 per cent of its 
sales. Unlike Continental Can, its 
largest competitor, which has 
diversified its operations in glass 
containers and _ other fields, 
American Can has decided that 
it can make the most progress 
over the foreseeable future by 
standing by its guns in the metal 
and rigid carboard container field. 

But to make this strategy work, 
Canco recognizes that the key fac- 
tor is contro] over material costs. 
It cannot take it for granted that 
costs of steel will not go up 
more rapidly than costs of glass 
or other competitive container 
materials. 

To check or slow down the rise 
in steel costs, American Can offi- 
cials have spoken up boldly to 
officials of basic steel companies. 
When tinplate prices were raised 
40 cents a base box, or around $8 
a ton, effective April 30, Mr. 
Stolk stated that “American Can 
is unalterably opposed to the 
price increase.” 

Canco officials feel that the out- 
look for increased sales in car- 
bonated beverages and liquid de- 
tergents is extremely promising. 
Production of soft drink cans by 
Canco in recent years has made 
impressive gains. Last year, 
about half a billion cans of car- 
bonated beverages reached con- 
sumers. This year, it is antici- 
pated that consumption of cans 
in carbonated beverages will ap- 
proach the billion mark. 

Acceptance of the non-drip can 
introduced three years ago, for 
liquid detergents and for other 
liquid products has exceeded the 
company’s expectations. An ex- 





pansion program is under way 
which will provide a production 
capacity for such cans, by the 
end of this year, which will be 
eight times that of 1955. A non- 
drip can for example has been 
developed for heavy duty liquid 
detergents used in home washing 
machines. 

Thus, entirely aside from the 
growth of the national economy 
during the next few years, which 
should result in important gains 
in can sales, it appears likely that 
Canco may succeed in winning a 
larger share of the container mar- 
ket through its research and de- 
velopment efforts. 

The management is alert and 
progressive but we suggest that, 
in light of the market unsettle- 
ment, new purchases of its com- 
mon shares be defererd. END 





The Next Five Years 





(Continued from page 399) 


10% in the future. If total na- 
tional output should not rise rap- 
idly in the next five years, defense 
may well require more than 10%, 
and if it does it will become 
a highly stimulative influence on 
business, offsetting a large part 
of the weaknesses which may de- 
velop in the private sector. (At 
the extreme, if one assumes a 
condition of near-war’ with 
Russia, with tensions at very high 
levels, it is even possible to think 
of the next five years as a period 
of persistent further inflation.) 





All of this suggests that in the 
coming five-year period, the pri- 
vate sector of the American econ- 
omy is in for some major adjust- | 
ments—adjustments more funda- | 
mental than any yet experienced | 
in the postwar years. Nothing like 
the depression of the 1930’s is| 
foreshadowed, but neither do the | 
known facts suggest the buoyant, | 
highly stimulated economy of the | 
last decade. At least partly off- | 
setting the sluggish behavior of 
private demand appears to be a 
persistent long-run growth fac- 
tor, and a temporary expansion 
of the role of government in 
American economic activity. It is 
perhaps worth adding that in still 
later years, passing into the early 
1960’s, it seems altogether pos- 
sible that the American economy, 
with its postwar adjustments be- 
hind it, will emerge into one of 
the great expansionary periods of 
its history. 
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Helping You to ATTAIN and RETAIN 


FINANCIAL INDEPENDENCE 


(Important—To Investors With $20,000 or More!) 


* 


| Management Service has earned 
the steady renewals of its clients (many have 
been with us 5, 10, 15 and 20 years) ... by 
helping them to build up their capital to a 
level where they enjoy financial independence 
... and by aiding them in the management of 
their funds, securely and productively, once 
they have reached retirement status. 


We offer you the most complete, personal 
investment supervision available today—fitted 
precisely to your own aims — and to today’s 
conditions and tomorrow’s outlook in this era 
of amazing scientific achievement, industrial 
advancement and investment opportunity. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a detailed 
report—analyzing your entire list—taking into con- 
sideration income, safety, diversification, enhance- 
ment probabilities—today’s factors and tomorrow’s 
outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in your 
account ... advising retention of those most attrac- 
tive for income and growth ... preventing sale of 
those now thoroughly liquidated and likely to im- 
prove. We will point out unfavorable or overpriced 
securities and make substitute recommendations in 
companies with unusually promising 1956 prospects 
and longer term profit potentials. 





* 


Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under the 
constant observation of a trained, experienced Ac 
count Executive. Working closely with the Directing 
Board, he takes the initiative in advising you con- 
tinuously as to the position of your holdings. It is 
never necessary for you to consult us. 


When changes are recommended, precise instruc 
tions as to why to sell or buy are given, together 
with counsel as to the prices at which to act. Alert 
counsel by first class mail or air mail and by tele 
graph relieves you of any doubt concerning your 
investments. 


Complete Consultation Privileges: 


You can consult us on any special investment 
problem you may face. Our contacts and original 
research sometimes offer you aid not obtainable else- 
where—to help you to save—to make money. 


Help in Minimizing Your Taxes: 

We keep in mind the tax consequences of each 
transaction and help you to minimize your tax lia- 
bility under the new tax provisions. (Our annual fee 
is allowed as a deduction from your income for 
Federal Income Tax purposes, considerably reducing 
the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete record 
of each transaction as you follow our advice. At the 
end of your annual enrollment you receive our audit 
of the progress of your account showing just how 
it has grown in value and the amounts of income it 
has produced for you. 








IJ ull information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—swe shall 
be glad to quote an exact annual fee ...and to answer any questions as to how our counsel 


can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THE MaGazinE or WALL STREET. A background of forty-eight years of service. 


90 BROAD STREET 


NEW YORK 4, N. Y. 





Only STEEL can do 
SO many jobs 
SO well 


Homemade Church. group 
of members banded to 
gether in the oil fields of 
Oklahoma and built this 
simple and beautiful 
church. The 12 delicate 
trusses are made from steel 
drill pipe and line pipe 
The church seats 300, and 
it cost only $20,000 





¥ Ra PS : 
| we Sale pe 


Acid Catcher. This queer-looking de- Bridge Made From Pipe. This railroad bridge 

vice removes sulfuric acid from gases crosses a flood control drainage ditch at Hayward, 

in chemical processing. Because the California. Each bridge section is a piece of con- 

acid is so corrosive, the catcher is crete pipe, reinforced with tough bars made from _ fhjs trade-mark is your guide to quality steel 
made from USS Stainless Steel. USS Steel. 


Notice the intricate forming opera- 
tions done by the skilled fabricators. ui * IT * HV) STAT r 4 ST i i i 


For further information on any product mentioned in this advertisement, write United States Steel, 525 William Penn Place, Pittsburgh 30, Pa 


AMERICAN BRIDGE... AMERICAN STEEL & WIRE and CYCLONE FENCE. COLUMBIA-GENEVA STEEL ..CONSOLIDATED WESTERN STEEL... GERRARD STEEL STRAPPING... NATIONAL TUBE 
OIL WELL SUPPLY... TENNESSEE COAL & IRON... UNITED STATES STEEL PRODUCTS... UNITED STATES STEEL SUPPLY... Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 
UNITED STATES STEEL HOMES, INC. « UNION SUPPLY COMPANY + UNITED STATES STEEL EXPORT COMPANY - UNIVERSAL ATLAS CEMENT COMPANY’ 6-1233 


SEE the United States Steel Hour. It's a full-hour TV program presented every other week by United States Steel. Consult your local newspaper for time and station. 





\L TUBE 





